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GENERAL 
Wan Runnan Addresses FDC Goals, Finances, 
Problems 


9OCMO0258A Hong Kong MING PAO YUE KAN 
/MING PAO MONTHLY] in Chinese No 6, Jun 90 
pp 21-24 


Article by An Chi (1344 3825): “Interview With FDC 
retary General Wan Runnan”,; date, place not given) 


[Text] Preparations for the Federation for a Democratic 
China [FDC] in July of last year, and since its 
establishment in ber of the same year it has been 
the focus of attention in all quarters. Its central figure is 
the secretary general, Wan Runnan [5502 3387 0589), 
who is in charge of the FDC's daily work. This man, who 
is described as “calm, steady, unfazed by difficulties, and 
not subject to changing moods,” from being the director 
general of China's Stone Group became the secretary 
general of the overseas FDC, and he is something of a 


legend. 


There are now widespread rumors detrimental to the 
FDC of, for example, “factional struggle,” “extrava- 
gance and waste,” and so forth. What explanation does 
Wan Runnan have for these rumors” 


Has Public Confidence in the FDC Fallen? 


[An Chi] Some people say that, for a little over half a 
year’s time, public confidence in the FDC has been 
constantly falling Can you discuss the reasons for this?’ 


Wan: | totally disagree that public confidence in the 
FDC has fallen. On what does public confidence in an 
organization depend? Not on what you say, but on what 
you do. In this little over half a year, the FDC has done 
many things, for example, developed its organization, 
unity, expanded influence, ran MINZHU 
ZHONGGUO [DEMOCRATIC CHINA] and MIN 
ZHEN TONGXUN [FDC DISPATCH], set up various 
rules and regulations for internal operations, and so 
forth. | may say that no political ization has done 
80 many things in the short span of half a year. Half a 
year ago, the FDC had done nothing, but it was said at 
that time that public confidence in it was the highest, 
now it vas done these many things, but it is said that 
confiuence in it has fallen. Isn't that ridiculous” 


The problem is that people equate their expectation 
value (the so-called public confidence) with reality’s 
value. When the FDC had just been established, people 
had high expectations for it. However, the things that an 
organization is able to do in half a year are limited— 
resources are limited, capability is limited, and time and 
space are limited. When the FDC did not meet people's 
Lnrealistic expectations, some people said that confi- 
dence in it had fallen. 


What Things Can the FDC Do? 
[An Chi] What things do you think the FDC can do? 


INTERNATIONAL i 


Wan: Our work, roughly speaking, can be divided into 
three tasks. 


—— the organization, We have basically 
sy | zed the Chinese refugees, students, and 
compatriots who are abroad. In the United States, 
Europe, Japan, Australia, and the Asian-Pacific region— 
in all places where there are Chinese people—the orga- 
nization has been vigorously developed, and very suc. 
cessfully too. From FDC headquarters to the 


subheadquarters in a country and the branch in a region, 
there 1s gradually being formed a highly organized force 


2. Promoting unity: After the FDC was established, i 
did a lot of work to promote unity. For example, in the 
United States it formed the unified China Human Rights 
and Democracy Foundation, which, after much effort, is 
basically ready to begin work. Cooperation is gradually 
being between the FDC and the United Com. 
mittee of Democratic and Student Movements 
[UCDSM], and they intend to merge. 


3. Expanding influence: This includes three aspects. 
First, there is the influence on Overseas Chinese and on 
Chinese societies abroad. Many political stars of the 
FDC have made speeches in many places, and ‘heir 
briefings on the 4 June incident play a very big propa- 
ganda role. Second, there is the influence on the govern- 
ments and the nongovernmental organizatiosn in the 
West and in the East European countries. We have done 
alot of work inthe l —.ed States, Europe, Australia, and 
Japan, with good results. Third, there is the influence on 
the mainland. By means of facsimiles, broadcasts, news- 
papers, and magazines, we constantly transmit informa- 
tion to China. 


4. Maintaining pressure’ This means pressure on the 
Communist Party. The various reactions by the Com- 
munist Party prove that it is feeling this pressure. The 
Communist Party constantly criticizes us and protests to 
the relevant foreign governments, which shows that we 
have done things. 


The FDC and the UCDSM “Have a Liturgy That Is 
Difficult To Chant Together” 


[An Chi] Some people object to the merging of the FDC 
and the UCDSM, thinking that disputes constantly occur 
within the FDC and that a hasty combination would 
cause a bad effect. What is your opinion” 


Wan: The FDC and the UCDSM will not become united 
just by saying so, and for a period of time it is possible 
that they will not unite. Furthermore, every organization 
has with n it its own contradictions and problems. The 
FDC and the UCDSM “have a liturgy that is difficult to 
chant together,” but they must not, because of this, 
refuse to unite. It could be that unity is precisely the way 
to resolve some difficulties by combining the superion- 
ties of each one. What is important is to have more than 
just nominal unity, and to truly solve problems and truly 
unite. | said long ago that to share the same bed but 
dream different dreams is not 4s good as to sleep in 
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different beds but dream the same dream. The way to 
unite is, first of all, to exchange concepts and personnel, 
as well as to cooperate in work. The process of uniting 
will be one of “where water flows, a channel is 
formed" —when conditions are ripe, success will come— 
and one of getting on the right track, and it will not be 
effected by chance. 


Factional Strife Within the FDC 


{An Chi] Is it possible not to make public the factional 
strife within the FDC? Can there be a compromise in the 
factional strife on some major issues? 


Wan: Politics is compromise. Inside any political orga- 
nization are different factions. The question is, first of 
all, to acknowledge the factions. If we do not acknow!l- 
edge the factions and do not acknowledge that there 
must be cooperation between the factions, then how can 
we be called the “Federation for a Democratic China”? 
Therefore, the important tasks placed before us are: first, 
to ack the factions, second, to make the fac- 
tions public, third, to seek a common understanding on 
major issues and to establish principles, and fourth, to 
compromise and cooperate in line with these principles. 
This is an important step in political operations. That 
the factions cannot now be made public precisely shows 
that an organization does not yet have sound democratic 
principles and systems. In Article 6 of the FDC consti- 
tution it is written that factions are to be made public, 
but, it is much more complicated to do something that to 
write it down. Many Western statesmen fee! that this is 
strange. They think that making factions public is 


down often cannot be done, if they can be done there is 


no need to write them down. 

“Stars” Will Also Dim 

[An Chi] People on the outside have had a lot of veiled 
criticism for some dynamic in the FDC. For 
example, they say that some of these people have the 
consciousness of being stars and the consciousness of 


: 
3 
; 
: 
; 


new tests, prove that they are still as outstanding as they 
were in the past; this kind of “star” will continue to 
shine. In the course of its development, an organization 
will always have some “stars” who gradually dim, anc 
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also some new people who originally did not shine, who 
become bright. A big wave washes the sand—this is an 


inevitable phenomenon. 


Four Pieces of Work Wort! Mentioning 


[An Chi] Ssince taking charge of the work of the FDC 
secretary general, what important things have you done” 


Wan: The things that the .ecretary general does are based 
on the work plan stipulated by the FDC Council and are 
based on the FDCs constitution. There are four things 
worth mentioning. First, information has been sent into 
China, for exa , by means of the “facsimile war” and 
the “Goddess " ship. Second, the “macro- 
climate” has been studied, for example, by preparing for 
the international discussion meeting on Eastern Europe. 
Third, there are the activities to commemorate the 
anniversary of the 4 June incident, and at the same time 
there is the summation of the experiences and lessons of 
China's democracy movement. Fourth, preparations are 
being made for the second FDC congress, to be held in 
September of this year. 


These are four things that the council stipulated for the 
secretary general to pursue and implement. | did what 
the council stipulated, and | am not saying that | did 
anything on my own. 


Where Did the Talk of “Extravagance and Waste” 
Come From? 

[An Chi] Please discuss the FDC's principal economic 
sources. 


Wan: The principal source is nongovenmental contribu- 
tions without any political conditions attached. The 
FDC is now actively planning for its own first batch of 
enterprises to open up sources of revenue. On the one 
hand, it is broadening sources of income; on the other 
hand, it is reducing expenditure. 


[An Chi] How much of the FDC’s funds now come from 
Taiwan” 


Wan: I don’t think very much comes from Taiwan. The 
situation is now roughly like this: each source accounts 
for one-third, that is, Hong Kong accounts for one-third, 
Taiwan accounts for one-third, and Overseas Chinese 
account for one-third. These three sources account for all 
the funds, and also they are nongovernmental, we do not 
take contributions from any government official. 


{An Chi] In financial affairs what is the “degree of 
transparency”? 


Wan: We think it is very high. Recently, some people 
even thought it was too high. We have mcde known to 
the outside every circumstance. 


{An Chi] In what aspects are these contributions mainly 
used” 


Wan: In accordance with the budget drawn up by the 
council, the contributions are basically divided into 
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three parts: |) daily operations, including the mainte- 
nance of office work, the transmission of information, 
and the making of contacts, 2) the running of magazines 
and radio stations, and the handling of internal commu- 
nications; and 3) some other FDC activities, for 
example, the “facsimile war,” the “Goddess of Democ- 
racy” ship, as well as the second congress. 


[An Chi] Is there any extravagance and waste? 


Wan: What is the standard for “extravagance’’? This is a 
very difficult question to answer. It would be better to 
say: Can anything be saved? | feel that savings can be 
made in many places. But when we began we needed a 
suitable process. Some people criticized us, saying that 
when the FDC leaders went abroad they stayed in big 
hotels Actually, the situation was noi as they thought it. 
When we began there was no familiar person or place we 
could stay with or at. We are now gradually seiting up a 
network of relationships and, basically, wherever we go 
we Stay at the home of a person there end no longer go to 
big hotels. On the other hand, sometimes we take part in 
activities run by certain organizations, and the relevant 
Organizations make centralized arrangements for our 
accommodations, often the arrangements are made for 
us to Stay in very good hotels, for which the FDC does 
not spend a penny. Of course, we do not need to show the 
FDC's austerity and simplicity by not going anywhere 
Actually, there are very few circumstances in which FDC 
members pay money to stay in high-class hotels. Only as 
a last resort have they done so once or twice. 


The FDC Will Not Tilt Toward the Kuomintang 


[An Chi] I have heard that the “Goddess of Democracy” 
ship got from the Taiwan side alone a contribution of 
$720,000. Does this money pay expenses? 


Wan: This fund is earmarked for its specific purpose 
only. 


[An Chi] The FDC’s economic dependence on Taiwan is 
excessive. Will it, because of this, become politically 


pro-Kuomintang? 


Wan: I don't think this will happen. For the FDC to be 
successful it must be an independent political force. The 
FDC understands this point, and so does the Kuom- 
intang. Besides, Taiwan is a part of China. The successes 
it has obtained in the process of political, domestic, 
freedom, and economic construction are of very impor- 
tant significance for the mainland to draw lessons from. 
We are now getting in touch with Taiwan. Not only do 
we want to get nongovernment aid from Taiwan, what is 
more important is to get some experiences, so that in the 
future, when the mainland carries out democratic 
reforms and economic construction, it will avoid taking 
a lot of detours. 
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Can the FDC Be Independent’ 
[An Chi] How can the FDC not be restricted by other 


organizations and escape the influence of forces of all 
kinds and sorts? 


Wan: To maintain its independence, the FDC must have 
its own fixed goals and tactics. It formulates its goals and 
tactics in line with the situation in developments on the 
Chinese mainland. This is to say that our direction must 
not shift and that we must know our own role and place. 
As a matter of fact, no one should worry whether a 
political force is independent or not. If it could only 
succeed if it were independent, then it would be bound to 
be independent, if it could not succeed if it were inde- 
pendent, then it would be bound not to be independent. 


How Does the FDC Secretariat Operate? 


[An Chi] The FDC secretariat is the FDC"s main opera- 
tional organization. When you go abroad, is its work 
adversely affected” There are some matters on which you 
need to decide, in whom do you vest authority when you 
are absent? 


Wan: Through a gradual readjustment, the secretariat, | 
may say, has found the most outstanding work group 
that can now be found. Each member of the group is 
outstanding, and the members are perfectly able to do 
their work independently. Actually, | am a secretary 
general who is in charge of very few things. I believe that 
the secretary general who is in charge of the fewest things 
is the best secretary general. Therefore, I can, on a 
regular basis, do various kinds of propaganda and orga- 
nizational work outside the headquarters and the secre- 
tariat will operate normally. An important task of the 
secretary general is to put suitable persons in suitable 
posts. Of course, this is, after all, a newly built contin- 
gent, and it has many specific difficulties and problems, 
but we are gradually forming a standard work style and 
are Coing better. 


Because | do a lot of work in foreign countries, some- 
times the secretriat’s work is adversely affected, but 
Chairman Yan Jiagi [0917 1367 0366] has done a lot of 
work in this respect. In reality, Chairman Yan takes an 
interest in much of the Secretariat's work, and also has 
set up very good working relationships. 


Willing To Help Refugees But Unable To Do So 


[An Chi] Refugees from the mainland face many diffi- 
culties. Has the FDC considered helping them to solve 
the problem of their enjoying peace and stability both 
physically and spiritually and other problems? 


Wan: This ought to be considered, but there is not much 
we can do. For example, right of residence, housing, 
work arrangements, social insurance, and other prob- 
lems are problems we cannot solve. On these problems 
we are powerless and can only vigorously help to solve 
them. In thos respect we do all we can, but it is not 


enough. 
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After Yan Jiagi Steps Down, What Will Be Done? 


[An Chi] | have heard that Chairman Yan Jiagi intends 
to step down. What is your view of this? Is consideration 
being given to the selection of the next chairman? 


Wan: Many people think that the reason that the FDC is 
the FDC is that a number of refugees from the mainland 
acted as “bannermen.” Like Yan Jiagi, they are of noble 
cha. octer and high prestige, and are able to get approval 
and support abroad. They worry that after Yan Jiaqi 
there will not be this kind of person. However, what is 
really important is to let nature take its course and, in 
line with democratic procedures, select a successor. We 
are certainly able to solve this problem. There is no need 
to worry about it too early. 


{An Chi] What is your view on his intention to step 
down” 


Wan: This is his own choice. If someone expresses a 
desire to go or stay, it could mean various things, and it 
could also be that he is expressing many kinds of ideas. 
T> understand the idea that a man expresses, one must 
look at the final result, and one should not jump to a 
conclusion too soon. 


[An Chi] Are you dodging this question? 


Wan: No, didn't | speak to it? A democractic organiza- 
tion will not cease to exist because a certain person 
leaves it. Of course, the effect of a certain person could 
be great and good. This is inevitable, but it is not 
equivalent to being vital for the organization's existence. 


On Chai Ling 


[An Chi] In what way do you think Chai Ling [2693 
3781] will join the democracy movement abroad’? What 
hopes do you, as an individual, pin on her? 


Wan: Chai Ling is an important symbol of he 1989 
democracy movement. She now faces a new environ- 
ment. How she adapts to it is, for her, a very big test. We 
have already seen the problems faced by other student 
leaders during the process of changing their environ- 
ment. Chai Ling came out fairly late, and in this respect 
she did a little better than the previous students. 


Chai Ling has indicated that, regardless of what kind of 
environment she is in, she will struggle for China's 
democracy. There are many ways to struggle for democ- 
racy. | think she will certainly choose the way she thinks 
most suitable. No matter what, I hope no one will put the 
burden of their wishes on one young person, putting on 
him or her unrealistic expectations, otherwise, every- 
body will feel disappointed with the FDC and with other 
people. 


Is I for To Take Part in 
— Entrepreneurs To 


[An Chi] Pleace discuss your feelings with regard to 
entrepreneurs’ \aking part in politics. 
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Wan: There are many ways of verbally putting it over- 
seas, with the idea that one who runs an enterprise 
cannot engage in politics. | totally disagree. In the 
operation of a political organzation, particular attention 
is paid to efficiency; on this point, an enterprise is not 
different. Therfore, a political organization ma / be said 
to be in great need of the experiences of an en »rprise’s 
operation. Thinking that if you run an enterprise you 
certainly cannot engage in politics, that if you have 
engaged in politics you can certainly do well in politics— 
this is ridiculous. If this were the case, Sun Yat-sen 
should have just practiced medicine and Mao Zedong 
should have just taught school, because they had not 
engaged in politics. Five years ago, in the Chinese 
Academy of Sciences | planned to be a highly successful 
teacher. When | abandoned the academic world for 
commerce, many peop'e felt sorry for me and predicted 
that this man can easily do technological work, but that 
does not necessarily mean that he can run an enterprise. 
Five years later | quit running an enterprise and became 
the FDC secretary general, and some people also said 
that this man can run an enterprise, but he won't do well 
in politics. These were preconceived ideas. In the end, 
whether I can do well or not, of course, it is too early to 
say, but facts will show whether | do well or not. 


The Reiationship Between the FDC and Stone 


[An Chi] What kind of relationship is there between 
Stone and the FDC? 


Wan: There is no relationship. Stone is Stone, the FDC is 
the FDC. 


[An Chi] Do you still have a post in Stone? 


Wan: My post in Stone is titular. If | want to do 
something I do it wholeheartedly. If it is thought that this 
titular post hinders my work, I can give it up, but I will 
only run the FDC well. 


[An Chi] What is the present and future development of 
Stone abroad? 


Wan: For the time being | will not answer this question. 


[An Chi] Then can you talk about your development as 
an individual? Do you plan to continue your FDC work, 
or, as you said half 4 year ago, at the necessary time to 
give up politics and return to commerce? 


Wan: If I do a thing | do it to the end, and do it well. | 
certainly don't abandon it halfway. It may be said that of 
all the work I've done what I've done at the FDC has 
been the smoothest and most successful. | have worked. 
taught school, engaged in scholarship, run an enter- 
prise—in all of these things I have encountered many 
difficulties. Now, working in the FDC, the progress is the 
smoothest and the predicaments enountered the fewes! 
This could be of benefit to the political environment of 
the FDC abroad, and no longer would there be overall 
political interference. 
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Prospects for Future U.S,-Soviet Nuclear Testing 


90WC0072A Shanghai GUOJI ZHANWANG [WORLD 
OUTLOOK) in Chinese No 8, 23 Apr 90 pp 5-6 


[Article by Zhang Wu (1728 2976): “Trends in U.S.- 
Soviet Nuclear Testing”) 


[Text] Nuclear testing has been a necessary method for 
developing nuclear weapons, and it has always been 
adapted to the needs and pace of nuclear weapons 
development. More than 40 years of nuclear weapons 
testing has produced an enormous stockpile of nuclear 
weapons, and has spurred generational changes in 
nuclear weapons. Because of this close relationship, 
nuclear testing is regarded as a distinctive measure for 
judging the level and rate of nuclear weapons develop- 
ment. 


Nuclear Testing Faces a New Turning Point 


There have been two major turning points in the more 
than 40-year history of nuclear testing. The first was the 
creation of the 1963 Partial Test Ban Treaty, which 
forced all Soviet and U.S. testing to be conducted 
underground. The second [turning point] came in 1974, 
when the U.S. and Soviet governments tacitly consented 
to a treaty limiting the size of weapons for underground 
testing; the treaty limited the destructive power of U.S. 
and Soviet nuclear tests to less than 150 ‘\ilotons of TNT. 


In the wake of the general increase in the nuclear 
weapons arms race between the United States and the 
Soviet Union, the maintenance and replacement of an 
every expanding arsenal of nuclear weapons has become 
a serious burden which both sides are finding difficult to 
shoulder. In 1983, the Reagan administration proposed 
the tremendously costly “Strategic Defense Initiative,” 
which expanded the arms race into outer space, while 
repeatedly slashing the funds the government used for 
nuclear weapons and nuclear testing. Since taking office, 
Bush has spared no effort in promoting the strategy of 
“beyond containment,” and using the policy of “peace- 
ful evolution” in the struggle with the Soviet Union. 
Funding for nuclear testing has been reduced again. 
Since Gorbachev took office in 1985, the Soviet Union 
has greatly revised its domestic and foreign policies. The 
Soviet Union has turned from a one-sided pursuit of 
military power towards developing the domestic 
economy and strengthening comprehensive national 
strength, and shifted the guiding principle of national 
security from a vigorous ive posture to one which 
emphasizes a rational, sufficient defense. It has also 
adopted a set of new initiatives and actions. Examples 
{include} a unilateral suspension of nuclear testing, the 
resumption of U.S.-Soviet test ban negotiations, and 
facilitating the signing of the INF treaty. 


U.S. and Soviet revisions of the policies of the nuclear 
arms race have led to an atmosphere that is the most 
relaxed since the advent of nuclear weapons. This means 
that nuclear testing could be facing a new period of 
change, and the Unite States and the So iet Union could 
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both further limit nuclear testing, such as reaching new 
agreements on lowering equivalent weight limits and 
reducing the frequency of testing. This would mean 
reducing the scale and slowing the pace of the nuclear 
arms race; nuclear testing would become increasingly 
difficult and complex, and theoretical calculations and 
test simulation technology would play an increasingly 
greater role. 


Trends in the Development of U.S.-Soviet Nuclear 
Testing 


{If one] differentiates the nuclear testing conducted by 
the United States by purpose, it includes primarily 
testing weapons development, the physics of weapons, 
weapons effects, and stockpile reliability. Of these, the 
primary mission is testing weapons development. In the 
last several years the United States has achieved remark- 
able success in the area of weapons development testing, 
and has fully completed nuclear tests of a 155-mm 
nuclear shell and the MX intercontinental missile 
nuciear warhead. The U.S. has also begun testing and 
verification of the nuclear device design for the subma- 
rine-lauached Trident (D5-1) missile nuclear warhead, 
completed testing of the prototype warhead for a stra- 
tegic, earth-penetrating shell, and conducted partial 
equivalent weight testing of model devices. Testing of 
weapons physics, which is presently receiving more and 
more attention, is done both in order to explore the 
requirements for third-generation nuclear weapons con- 
cepts, and in order to store up “logistics” for future 
nuclear weapons development. Testing of weapons 
effects, which has grown continuously in recent years, is 
concentrated primarily in three areas: First, testing the 
lethal power of new nuclear warheads and the ability of 
some important weapons systems to survive in a nuclear 
environment. Second, conducting research on new 
testing methods. Third, coordinating development of an 
earth-penetrating warhead and conducting shallow 
underground tunnel detonation testing. Under the pres- 
sure of spending restrictions (and the Soviet peace offen- 
sive), a sizable number of current U.S. nuclear testing 
safeguard measures and basic research projects have 
been cut back, and some major nuclear testing plans 
have also beer | epeatedly postponed. 


All nuclear testing done by the Soviet Union can be 
classified as either “military purpose nuclear detona- 
tion” or “peaceful nuclear detonation.” The former has 
two purposes: “testing and verifying results of nuclear 
blast physics” and “improving military technology.” 
The first of these is similar to U.S. weapons effects 
testing, while the second is similar to weapons develop- 
ment and effects testing. In recent years, because Gor- 
bachev has repeatedly given ground on the question of 
nuclear testing, the use of “military purpose nuclear 
detonations” has clearly decreased, and the proportion 
of “peaceful nuclear detonations” has steadily increased. 
According to a report issued in December 1987 by the 
Soviet Atomic Energy Commission, Soviet “peaceful 
nuclear detonations” are often used for petroleum and 
natural gas deep seismic prospecting, or for stimulating 
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oil wells to increase output, The Soviet Union has 
resolved to slow the pace of its own nuclear testing, an 
approach which is well-suited to its new national security 
strategy. In addition to seeking political and foreign 
policy benefits, [the Soviet Union] can reduce the eco- 
nomic burden of nuclear testing, and can use “peaceful 
nuclear detonations” to serve the economy. At the same 
time, this policy will help bring about a U.S.-Soviet 
nuclear test ban treaty, which would compel the U.S. to 
limit and slow the pace of its nuclear testing, thereby 
preserving the present U.S.-Soviet nuclear balance. 


Prospects for the Development of Nuclear Testing 


Up to now, no new weapon has been found that can 
realistically replace nuclear weapons as the mainstay of 
the U.S.-Soviet deterrence strategy. Complet destruc- 
tion of nuclear weapons is not possible in the nuclear era. 
[By] using mature, nuclear weapons manufacturing sci- 
entific knowledge and technology, both the United 
States and the Soviet Union could produce a new stock- 
pile of nuclear weapons within a few days. For this 
reason, both countries proceed from their own interests, 
and have no choice but to develop nuclear weapons. As 
long as nuclear weapons are produced, they must be 
tested. The facts indicate that there is an enormous 
latitude for developing current nuclear weapons, and 
each step in their development cannot be divorced from 
testing. For this reason, nuclear weapons testing cannot 
be completely halted for a very long time to come. 


However, due to the hemendous difficulties facing the 
Soviet domestic economy, it is already very hard for the 
Soviet Union to match the United States in the nuclear 
arms race. Thus the Soviets wish to do everything 
possible to limit U.S. development of third-generation 
nuclear weapons. Having weighed the pros and cons, the 
Soviet Union has adopted a offensive initiative of 
striding forward in banning nuclear testing. In addition 
to the proposed steps described above, at the UN Gen- 
eral Assembly in October 1987 the Soviet deputy foreign 
minister also proposed the first tentative target plan for 
gradually limiting nuclear testing; [he] proposed that 
each side have no more than four tests per year, with the 
equivalent weight of each test not to exceed 1,000 tons. 
The United States has not been willing to limit nuclear 
testing; however, in the face of the aggressive Soviet 
foreign policy offensive, and under international and 
domestic pressure, it has had to slow the pace of testing. 
In reality, in recent years the U.S. government has 
already begun researching the possibility of limiting 
nuclear testing. The U.S. government has already 
directed relevant departments to study how reducing 
nuclear testing equivalent weights to less than | ,000 tons 
or less than 10,000 tons will affect the U.S. nuclear 
weapons stockpile. [They are also directed] to finish 
scheduling such things as the required target timetables. 
Also, because of the continuous rise in technological 
levels, the number of tests required [when] developing a 
new warhead has decreased greatly compared with the 
past. This makes it possible to progressively limit the 
equivalent weights and testing freq encies of nuclear 
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tests. In June of this year the United States and Soviet 
Union will hold a summit conference and could reach an 

nt on reducing strategic weapons. This would 
surely help the two countries to reach further agreements 
on limiting nuclear testing. 


The next several years will be a preparatory period for 
producing new agreements on limiting nuclear testing. 
Both the Soviet Union and the United States can bargain 
at the negotiating table while launching intense publicity 
campaigns on the testing grounds. It is highly likely that 
the pace of nuclear testing could accelerate. The fre 
quency of nuclear testing could not clearly decrease, the 
scale of large equivalent weight tests could increase, and 
nuclear weapon simulation and monitoring methods 
could develop more rapidly. 


SOVIET UNION 


Soviets Pull 80 Percent of Troops From Mongolia 


OW2607165490 Beijing XINHUA in English 
1502 GMT 26 Jul 90 


[Text] Ulaanbaatar, July 26 (XINHUA)}—The Soviet 
Union has already pulled out 80 percent of its troops 
stationed in Mongolia. 


This was announced at a news conference here today by 
Colonel D. Dorgodorj, first deputy chief of the Mongo- 
lian Army General Staff. 


He said the Soviet Union has already fulfilled its with- 
drawal targct for 1990 by accelerating its withdrawal 


speed. 


He said, “Some of the Soviet military units due to leave 
in 1991 are also leaving this year,”’ adding that inciudes 
a motorized infantry unit. 


However, he did not give figures of the Soviet troops in 
Mongolia which, diplomats here estimate, could be 
75,000 before the withdrawal began last year. 


In the past two years, the Soviet Union pulled out about 
$0,000 troops from the Asian country, they hold. 


Under an agreement singed earlier this year between the 
two countries, all Soviet forces are to leave Mongolia by 
1992, with base units goiiug next year and support units 
the following year. 


At the news conference, Dorgodorj also said Mongolia 
has demobilized in the !ast two years more than 20,000 
troops, but declined to comment on the Army's current 


strength. 
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NORTHEAST ASIA 


Analysis of Japan's South Asia Strategy 


90CM0283A Shanghai GUOJI ZHANWANG [WORLD 
OUTLOOK] in Chinese No 10, 23 May 90 pp 6-9 


[Article by Chen Jiehua (7115 3381 5478): “Japan's 
‘Cross'-Shaped Strategic Blueprint for Asia] 


| Text] The “Golden Diplomacy” of May 


During late April and early May Japan had its “golden 
week" (meaning a whole week of rest). During this 
period, the Japanese Government launched a series of 
major diplomatic activities on the Asian stage. 


From 29 April to 6 May, Japanese Prime Minister 
Toshiki Kaifu visited Thailand, India, Bangladesh, Paki- 
stan, Sri Lanka, Nepal, and Indonesia. Basically he 
traveled along a horizontal axis paralleling the equator. 
On the day after Kaifu set out on his travels, Yozo 
Ishikawa, director general of the Japanese Defense 
Agency visited Australia, Malaysia, and Thailand. At the 
same time, Michi Watanabe, the new Liberal Demo- 
cratic Party leader, who had just succeeded Yasuhiro 
Nakasone, visited Shanghai, Beijing, Hong Kong, and 
Hanoi. Former Prime Minister Sousuke Uno accompa- 
nied him on the trip to Beijing. On 29 April, State 
Minister and Foreign Minister Taro Nakayama visited 
South Korea. Liberal Democratic Party Policy Research 
Council chairman Kato also visited South Korea from 
19 April to | May. If the routes traveled by Ishikawa, 
V’atanabe, Nakayama, Uno, and Kato are connected, 
they present a horizontal axis extending from Australia 
to the Far East and virtually paralleling the earth's 
meridian lines. If this vertical axis is connected to the 
horizontal axis along which Kaifu travc'ed, a striking 
cross-like strategic configuration appears vividly on the 
map of Asia. 


In an administrative address to the Diet in early 1990, 
Prime Minister Kaifu formally set forth a strategic 
foreign policy goal of “Japan actively building a new 
international order.” However, he was referring largely 
to Europe, and Asia was a blank. The “cross” strategy 
may be regarded as filling in this blank. 


Building a “Horizontal Axis” New Order 


Only four lines in Japan's diplomatic blue book for 1989 
were devoted to Japan's relations with the countries of 
South Asia. The Japanese prime minister's visit to South 
Asia was the first in six years to India and Pakistan, the 
first reception of a Japanese prime minister in Bang- 
ladesh since its founding in 1971, and the first visit of a 
Japanese prime minister in 33 years to Sri Lanka. This 
clearly showed the distant geographical and psycholog- 
ical relations between Japan and South Asia. 


The entire international order is undergoing readjust- 
ment, and the center of the readjustment is Europe. 
Japan's undue interest in East Europe during 1990 has 
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aroused reaction and vigilance on the part of the coun- 
tries of West Europe. Japan's desire to exert political 
influence in this key region that corresponds to its 
position as the second-largest economic power in the 
world, and its expectation of playing a leading role in the 
new order in Europe is impossible in fact. On the other 
hand, “North-South relations,’ which serve as another 
major part of the readjustment of the international order 
have become a “forgotten corner’ for Europe and the 
United States. However, Japan has discovered contacts 
and oppc rtunities, as well as forces that can of help with 
its strategy of “rebuilding an international new order” in 
this “forgotten corner.” On 30 April, Prime Minister 
Kaifu delivered a policy speech to the Indian Lok Sabha 
titled, “Seeking Dialogue and Cooperation for Peace and 
Prosperity in Japan and South Asia.” In this speech, he 
reiterated the principle that he first set forth at the 
beginning of 1990 of builcing a “new international 
order” as follows: peace and security guarantees, respect 
for freedom and democracy, prosperity under a demo- 
cratic economic system, and ensuring a fine global envi- 
ronment. 


Japan “will do all possible to build a new intert.ational 
order. The transcending of the cold war era, using 
dialogue and coordination to find ways of buiiding a new 
international order need not be limited to eastern 
Europe, but should involve the Asian region as well.” 
But how to involve it? Japan has proposed specific 
policies in three areas regarding South Asia. 


First is promotion of political and economic dialogues. 
This is a quest for a political role for Japan. Kaifu said, 
“I must make clear to you at this time how hopeful we 
are of being able to make a positive contribution to the 
easing of tensions and the peaceful resolution of conflicts 
in Asia.” 


Kaifu's choice of 2 “horizontal axis” running from South 
to Southeast Asia as a “proving ground” for his explo- 
ration of the rebuilding of a new international order was 
made after careful consideration. 


|. Japan seeks to build a new global order, but the center 
of current readjustments to the international order is 
Europe. Japan would like to, but finds it very difficult to 
make inroads there. Some place else would be preferable. 


U.S.-Soviet relations have eased, and Sino-Soviet rela- 
tions have normalized; the changes in Eastern Europe 
rivet the gaze of all countries on Europe; and a power 
vacuum has occurred in South Asia and Southeast Asia. 
The Soviet Union's economic support for and political 
influence in India, Afghanistan, and the Indochina pen- 
insula have deteriorated to an unprecedented extent. 
Changes in the global power structure have led to slack- 
ening and disintegration of the opposing power structure 
along the horizontal axis. This provides an unprecedent- 
edly favorable political opportunity for Japan to become 
involved there. 


2. Japan has consistently sought to strengthen its own 
international political influence Several of the world's 
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hot spots are concentrated in Asia, but so far Japan's role 
in resolving regional conflicts has been miniscule. 
Kaifu's travels were for the purpose of seeking a plan 
whereby Japan can peacefully resolve the Afghanistan 
issue, the India-Pakistan conflict, and the Cambodia 
probiem in order to take part in international affairs as a 
representative of Asia. 


3. All the countrics in the region have great expectations 
of Japan in financial, technological, and economic mat- 
ters. As an official in the Indian Ministry of Foreign 
Affairs said, “While the eyes of the world are riveted on 
Eastern Europe, just the visit of the Japanese prime 
minister merits appreciation. By showing that it has not 
forgotten this region, Japan sets our minds at ease.” 
Japan can easily win points in this diplomatic activity 


During his visit, Kaifu “called strongly for the govern- 
ments of India and Pakistan to ease their tense relations 
through the exercise of self-restraint."" As the only 
country to have suffered from atomic bombs, he pre- 
vailed upon India and Pakistan to join the nuclear 
nonproliferation treaty and to reduce their chemical 
weapons. He also said that if the seven-country South 
Asian alliance “desires to cooperate with countries out- 
side the region, we will consider providing appropr's'e 
assistance.” 


Second was giving impetus to development assistance. 
This was Kaifu’'s richest flourish on the strategic hori- 
zontal axis. Using it as a means of realizing Japan's 
rebuilding of the international order, Kaifu said explic- 
itly, “Japan can and must play a positive role through the 
effective use of economic and technological strength.” 


Following the dramatic turn of events in Europe, these 
Asian countries worry that “Japan's assistance may turn 
toward Eastern Europe and its economic assistance to 
Asia may diminish."’ Consequently, one of Prime Min- 
ister Kaifu's important goals during this trip was to 
reassure these countries that “Japan’’s attention to Asia 
has not changed; it will satisfy to the maximum degree 
each country’s desire to rid itself of poverty. He said 
that in the future Japan will regard South Asia as a “key 
region’: for development support by the Japanese Gov- 
ernment. One might say that Kaifu’s “golden diplo- 
macy“ of May was paved with gold in reality as well as in 
word. He agreed to provide India a loan of 100 billion 
yen (the equivalent of $625 million) in 1990. In 1989, 
Japan provided India a loan of 910 billion yen ($568 
million). 


The 26th yen loan to Pakistan will be increased to 60 
billion yen (approximately $370 million; the 25th loan 
was for 50 billion yen). An additional loan of 53 million 
yen ($340,000) was provided for the protection of cul- 
tural relics. Guarantees of assistance were also given for 
the 3.3 million Afghan refugees in Pakistan. Funds were 
also promised for construction of Pakistan's Jiamuna 
[6328 8281 4780] Bridge scheme. This bridge is to 
become a major part of Pakistan's main economic artery. 
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In Bangladesh, Kaifu formally cut the ribbon on Bang- 
ladesh's longest bridge, the 930-meter-long Bangladesh- 
Japan Friendship Bridge built with Japanese aid. So far, 
Japan has provided Bangladesh $5.5 billion, $1.5 billion 
of which was a grant. Japan is Bangladesh's largest 
provider of grants and assistance. Kaifu guaranteed to 
provide 31.2 billion yen (equivalent to $210 million) in 
loans to Bangladesh during 1990 and 1991. 


He provided Sri Lanka with $230,000 yuan for use in 
protecting ancient cultural sites. 


He provided a loan of $1.7 billion to Indonesia. 


—*·* 


foregoing totals 407.4 billion yen (approximately $3 


In a speech, Kaifu declared that one-fifth of Japan's 
~ reter development assistance is for South Asia because 
ovuth Asia's population is one-fifth of the world’s total. 
During the five-year period beginning in 1988, the 
Japanese Government is to provide the region with $50 
billion. 


A Ministry of Foreign Affairs official said, “Japan's 
Strategy is to make Asian nations realize that Japan 
wants to make a contribution to Asia's economic devel- 
opment, and to get their support in establishing Japan's 
position as a representative of Asia.” 


Third was the promotion of cultural exchange and coop- 
eration. Specifically, proposals were made for the pro- 
tection of cultural relics and for expansion of the scope 
of visits to Japan by South Asian youths. A proposal was 
made to invite 500 South Asian youths to visit Japan 
during the next five years. 


The foregoing actions intensified in depth and in breadth 
Japan's relations with the countries of South Asia. 
Kaifu's visit was rather well received. 


Southeast Asia—Heart of the “Cross” Strategy 


The two lines of Japan's strategic “cross” blueprint 
happen to intersect in Southeast Asia, showing where the 
key to Japan's foreign policy toward Asia lies. In this 
area, it was on ASEAN that Kaifu relied, and the 
difficult problem he wanted to solve was Cambodia. 


Kaifu believes that in order to realize peace and pros- 
perity for his own country in Asia, as a “responsible 
power” Japan should bear responsibilities commensu- 
rate with its international position. At the same time, he 
also believes that Japan is powerless to influence issues 
such as those on the Korean peninsula. Today, Japan can 
take an active part only on the Cambodia issue. 


Japan's basic estimate on Indochina is as follows: The 
changes taking place in the USSR and Eastern Europe 
will affect this region sooner or later. The countries of 
Indochina can no longer hold very great hope for assis- 
tance from the USSR; and Vietnam, which has influence 
over the Phnom Penh regime, is now expressing unprec- 
edented interest in technology and funds from the West. 
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The Soviet Union's influence in the region will weaken 
greatly These events will provide Japan a favorable 
opportunity in the region 


For this reason. Prime Minister Kaifu has taken a series 
of diplomatic initiatives in 1990. In February, he sent 
Kawano, the head of the Southeast Asia Section, which is 
responsible for Cambodian matters in the Ministry of 
Foreign Affairs to Cambodia for a visit oes 
which he made the first contact with the 

regime. The Ministry of Foreign Affairs believes that 
“taking part politically in the peace promotion process 
requires working with the Heng Samrin regime.” 


At virtually the same time, Ministry of Foreign Affairs 
Asian Bureau Director Yano revisited Vietnam at the 
end of February on behalf of the Ministry of Foreign 
Affairs afier a |4-month absence There he held discus- 
sions with high-level leaders, including Foreign Minister 
Nguyen Co , and he invited Nguyen Co Thach to 
visit Japan His real objective was to esure that Japan 
would be able to occupy an irreplaceable position among 
the four parties concerned in Cambodia as well as among 
all protagonists in Indochina 


When Thai Premier Chatichai Choonhavan visited 
Japan in early April, he proposed that Japan act as 
mediary in a peace conference among all factions in 
Cambodia. In this connection, on 17 April Prime Min- 
ister Kaifu sent Ikeda (State Minister rank), the head of 
Japan's diplomatic mission. to the democratic coalition 
government of Cambodia. to northern Cambodia to 
transmit hes letter to Prince Norodom Sihanouk, and to 
propose that Japan be the host country for a meeting of 
all parties to the conflict 


The Japanese Ministry of Foreign Affairs disclosed the. 
Kaifu had not orginaily in to include Thailand 
and Indonesia in plans for his current trip. However, in 
order to seize this fine opportunity to play a political 

in Southeast Asia, Prime Minister Kaifu “unofficially” 
spent a night in Thailand on 28 April, and held talks on 
specific matters on the Cambodia issue with the Thai 
prime minister on the following day. Five days later, 
Japanese Defense Agency director general Ishikawa 
arrived in Thailand where he entered into full discus- 
sions with the Tha: prime minister about holding a 
bilateral conference beiween the Phnom Penh 

and Prince Sihanouk in Tokyo during June 1990. When 
the tome arrived. the Thai prime minister planned to 
send his defense minister to Tokyo to assist in the 
bilateral talks 


Likewise, in view of 'ndonesia’s influence in ASEAN 
and in Indochina. Kaifu not only added Indonesia to his 
travel plans. but also gave Indonesia the most aid ($1.7 
billion yuan) In January 1990, the informal conference 
on the Cambodia issue held in Jakarta ended in failure. 
As the host country for that conference and the largest 
country in Southeast Asia. Indonesia played a political 
role in helping Japan solve the Cambodia problem. 
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" of May, Kaifu 
achieved to a substantial degree the goals of his original 
plan, namely 


|. The # ing of the iously fairly distant 
relations with the countries of South Asia, reiteration of 
Japan's posture of concern for South Asia, and “easing” 
these countries’ concerns about Japan switching eco- 
nomic assistance to East Europe In addition was 
of Japan's position in Asia, Pakistan's 
me minister even said that she wished Japan would 
the power vacuum left following the withdrawal of 
US. and Soviet power. 


2. An important goal of Japan's diplomatic activity in 
Asia is to win a position as spokesman for Asia in order 


At the same time, however, Japan did not extend itself 
on the strategic idea that it had espoused of rebuilding a 
new international order The plan still lacked substance 
For example, during the talks with Benazir Bhutto. 
Bhutto expressed the hope that Japan would be able to 
play a role in resolving the India-Pakistan conflict peace- 
fully and exert influence for a political solution to the 
A istan and Kashmir problems But Kaifu said only 
a very abstract words: “If Japan can play a role, it 
will make active efforts.” During this trip, Kaifu did not 
propose any concrete and workable measures regarding 
the India-Pakistan conflict, the India-Sn Lanka conflict, 


or the Afghan problem 


To a very large extent, this reflects the limited role of 
Japan in modern international politics Although Japan 
is the country that provides most aid to India and is 
India’s third-largest trading partner after the United 
States and the USSR, Japan has far less influence on 
India than cither the United States or the USSR. Kaifu's 
major goal during this trip was to serve as mediator of 
the India-Pakistan conflict. Ironically. however, on the 
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round of talke with the Indian prime minister, Kaifu 
expressed the hope that India will the nuclear 


principal developed 
.” However, just how J 


problems 

specific plans for a 
remains unclear Furthermore, as the country, 
to what extent can Japan understand the coun- 
tres, and to what extent can it speak for the poorest 
countries’ This is a onestion about which the poverty. 
stricken countries of Asia are concerned. 


Japan To Increase Defense Spending in 1991 


OW 2607180390 Beijing XINHUA in English 
1S1S GMT 26 Jul 9% 


| Text] Tokyo, July 26 (XINHUA)}—The Japanese Gov- 
ernment today agreed to 
for fiscal year 1991 by 5.84 percent. The decision was 
reached following talks between Finance Minister Ryu- 
taro Hashimoto and Director General of the Defense 
Agency Yozro Ishikawa, according to men 
sources 


. 


But the Finance Ministry, backed by Prime Minister 


Toshiki Kaifu, turned down the request in view of the 
easing of East-West tensions, the sources said. 

\t present. Japan's annual defense spending was at 30 
billion US dollars, only after the United States and the 
Soviet Union. 

The increase of defense for fiscal year 199! will 
be officially approved by the Thursday 
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sre Says Japan Wants More Dialogue With 
OW 2007044290 Beying XINHUA in English 
0156 GMT 20 Jul 9 


{Tent} Paris, July 19 (XINHUA)—The Japanese Prime 
insster Toshiki Kaifu said Thursday that Japan wants 
more with the North Atlantic Treaty Organiza. 
tion (NATO) to determine the role Japan can play in a 
transforming Western security system. 


In an interview in Tokyo with the French Le 
FIGARO published today, Kaifu said that while Europe 
of East-West relations. 


Kaifu said that Japan will continue sending high 
to the NATO seminars on security, % that Tok 
be kept informed about latest development in 
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5. The two large military blocs, the Warsaw Pact and 
NATO, will turn tate political-military blocs, and poe 
sibly be dissolved ultimately. The changes in Democratic 
Germany, one of the primary constituent countries of 
the Warsaw Pact, will have a great effect on the military 

of the Warsaw Pact. Ii will reduce its military 


went and induce a change in the Warsaw 
Pact from a military into a political-mil bloc 
Under the i ee SC ee Sree, NATO may 


enhance its political role and reduce its 

tion will have the effect of 
bringing the Warsaw Pact—already a rather loose 
union—to the brink of dissolution, and even if it would 
be maintained, it would probably be dissolved in the 
next five or 10 years, With the dissolution of the Warsaw 
Pact, NATO will also lose its raison d'etre, 
while West Germany, , 8 proposing that 
NATO be dissolved a certain period of time, so that 
in the end NATO will indeed be ved 


( Afier unification Germany will become “ .umber 
one” in the BEC and will a twofold influence on 
the economic integration of the European Community 


After unification Germany will occupy top position in 
the EEC with to economic . population. 
a. will become de leader of the 


In the near future, German unification may slow down 
the process of integration within the EEC. mainly 
because West Germany will concentrate all its financial 
resources and its main energy on the restoration of the 
Democratic German economy, and that will, further. 
more. add considerably to the economic burden of the 
EEC. At the same time, Britain, or — 
be controlled by Germany, will have increased m 

ings about the process of integration within the EEC 

st between Germany and France for a leadership 





position in the EEC will perhaps also have a ive 
effect on European integration The plan for the 
unified large market by the end of 1992 will then 
experience even greater difficulties 


long-range view, German unification will be 
helpful for the EEC’s future development The dual 
trend toward worldwide economic collectivization and 
global economic integration is becoming increasingly 
clear In the struggle for leadership in Europe. the role of 
the m factor is declining, and the role of the 
econonic is becoming 


increasingly important. 
Under these conditions, Germany will find it necessary 
to continue its support of the further development of the 
EEC, in order to increase its power in the competition 
with the United States, the Soviet Union, and Japan. 
Entry into the EEC of Democratic Germany, the world’s 
10th largest industrial country, will also strengthen the 
powers of the EEC 
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D. Unification of Germany will destroy the confronta- 
tional “Valta situation” between Eastern and Western 
Europe and will thus accelerate development from polar. 
ization to pluraliam in the world. 


The United States and the Soviet Union will still be 


. ih @ way that no other country can compare with 
They “will re still have a decisive influence 


throughout the world. 


GDR Minister Announces More Worker Layoffs 
OW 2307091490 Beying XINHUA in English 
0624 GMT 23 Jul 9 


{Text} Bonn, July 22 (XINHUA)}—About 1.5 million 
German workers will lose their in 1990, 


it 


yyy" pte 
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atitary Reportage Bepiote Now image of Lin 


ens woes oat MING PAO YUE KAN 
vay yt PAO MONTHLY] in Chinese No 293, Ma, 90 
pp 


Article by Ling-hu Yi-fei (0109 3698 0001 7378): “Has 
fn Biao Been Resurrected” Reflections on a Piece of 
Military Reportage™} 


Text) This writer returned to 9 this past 

nar New Year to visit relatives friends. While 
strolling along Miaoqgian Street, | bought a book entitled 
Xue Bai Xue Hong (White Snow, Red Blood| a a 
bookstall + tagdt gd re of 


“Chinese This book, 
Peorte’s Uleeretion Arn Army Publishing 


blished by the 
in August 1989, describes the actual situation 

during the civil war between the Kuomintang [KMT} 
and Communists in the Liaoning Shenyang Cam- 
paign in the Northeast. The author is now a lieutenant 
colonel in a group army apa * oy 
— The work is large, running to 

,000 characters. It is a blood-stained, tear-filled - 
trait of war. This writer was profoundly sad for a long 
time after reading it. 


Why Use a Literary Genre To Write History? 


This book was written as , but there was a 
ta t 


you will get a stead) 

things); if you do » your studies (that is, write the 
truth and revea! reality), you will incur criti- 
cism and attacks iv rice bow! will be broken to 
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bits, This is why it was said that it was easier to ascend 

into heaven than to write the history of the Qing 

— The chief “na of the Liaoning: Shenyang 

was named Lin Biao. His exploits were unde- 

eg t Lin Biao has become a traitor in party 

history. How are historians of the CPC to write, given 
this situation” 


Literature has neither the imposing solemnity of history, 
nor its finality, literature is just something to chat about 
after a meal. Although the Chinese Communists have 
maintained strict control over literature for the past 
several decades, it is always literature which first stirs to 
life and becomes a bit bold whenever circumstances 
relax a little. Thus, when this author used the victuals of 
history to cook up a literary work, he was really carving 
out a niche for survival in a very narrow fissure between 
literature and history. Furthermore, literature has more 
readers than history. There was more to gain than lose by 
using literature to write about history. A single White 
Snow, Red Blood is sufficient to turn various shades of 
purple the faces of many university professors who teach 
the history of the party and the war, for how can teaching 
materials written with ink compare with facts written in 


Lin Biao—God’? Demon’? Man’? 


The author said in his preface that this book was not casy 
to — “primarily because it deals with a man named 
Lin Biao.” 


No one over 30 years old in the mainland can forget the 
image of Lin Biao: a Little Red Book in his hand, dressed 
in green military garb, thick eyebrows, poimted chin. 
Standing next to “the great leader, the great guide, the 
great marshal, the great helmsman"™ Mao Zedong He 
was then the number-two god in China. “Close comrade- 
in-arms” was his exclusive appellation, and “forever 
healthy” was the slogan used by the masses to flatter 
him. There was an extremely book at that time 
in the mainland—Comrade Lin Biao’s Glorious Feats in 
Combat—which trumpeted his accomplishments, from 
the Long March to Pingxing Gate to the Liaoning- 
Shenyang Campaign. The boldness and ingenuity of 
Chinese Communist propaganda organs in creating gods 
are probably unsurpassed in the world A huge oi! 
painting in the Museum of the Revolution which had 
originally been called “Zhu and Mao Combine Forces in 
Jinggangshan”™ came to be called “Mao and Lin Combine 
Forces.” Chinese Communist leaders, who had always 
referred to Mao and Zhu as equals, now referred instead 
to Mao and Lin. Even the story about “Commander Zhu 
De's shoulder pole’ was climinated from clementary 
school textbooks. 


However, after the Lin Biao incident (13 September 
1971), the Chinese Communists in an equally 
audacious movement to change him a god into a 


demon. No longer was anyone willing to mention the 
t triumph at Pingxing Gate on the Liaoning- 
yang Campaign. Lin Biao’s name was crossed off 
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~ Biao’s Criminal Opposition to Mao Zedong’s 

jionary Line (see p. 325 of White Snow, Red 

Blood). This book stated thet Lin Biao was a “big 

warlord who didn't know how to work, plant fields, or 
fight in battle.” 


According to Chinese Communist propaganda over the 
years, Lin Biao was cither a god or a demon, White 
Snow, Red Blood, however, has restored Lin Biao his 
status as a human — This is probably the main 
reason it has been so received by readers. 


Lin Biao, Ay hp hd oe hy. 
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Communist Soldiers Are Also Human 


Since the commander is human, the foot soldiers could 
hardly have been gods. 


However, in the history and art of the Chinese Commu- 
nists, the “revolutionary warriors” were forever and 
without eeeeee Ge ven ap € . Some have 
said that the CPC troops up until the time of the 4 June 
incident enjoyed an image of perfection in the eyes of 
common in the mainland. In reality, soldiers are 
human, too. Humans are not perfect. White Snow, Red 
Blood tells ws that the Communist Army was also 
by thousands and thousands of desertions 
during the war. The soldiers also pressed people into 
service, stole things, and even chased women (includi 
high-level commanders such as Gao 7559 3 
and Huang Y [7806 th ge book also 
tells us that the Communist Army has been plagued 
by serious corruption at times. After the Army entered 
the cities in the Northeast, some officers began to take 
over homes and steal furniture It was even stipulated 
that cadres at the regimental level or above would drink 
milk, and those at battalion or above would drink 


soybean milk. 
All of this must seem as foreign as /,00/ Arabian Nights 


olutionary optimism.” This book, however, accurately 
reflects the horror of war and the paths traveled by both 
the KMT and the Communists since 1949. 
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yet no one has ever taken a serious look at this brutal 

in history, In the pitched battle for Siping, both 
sides cast their bets with foot soldiers as the currency, 
and blood and flesh as the chips. They nearly lost all 
sanity, The author chose such phrases as “Bloody City,” 
“Red Snow,” and “A Bloody Incident” as chapter titles. 
This accusatory attitude toward war is rarely seen in 
military literature in the mainland. 


The KMT-Communist civil war ended with a total 
victory for the Communist troops. There is not a single 
textbook or piece of art in the mainland that does not 
sing the praises of this victory in which Chinese killed 
other Chinese. The author of this book never ceases 
reminding his readers that killed was one of 
China's sons. He hopes that “China will be filled with 
love,” and that “Chinese people will never again kill 
each other.” Unfortunately , “The largest group of people 
in all of humanity with a common history continued to 
roll across the East Asian mainland locked in mortal 
combat for much of the 20th century. These people were 
poor and backward to begin with, then a nation which 
had been beaten to a pulp in the eight-year War of 
Resistance Against Japanese ion set about 
beating itself into indescribable misery.” After that, it 
had to carry out “class " “every year, every 
month, every day.” (p. 615) author also compares 
the situation of the mainland and Taiwan in the years 
since 1949: “When they were still remembering the 
bitterness and thinking of the source of current well- 
being in the mainland, per capita income in Tarwan was 
reaching $700 per year. In Asia, only Japan, Hong K 

and Singapore had higher per capita income.” (p. 5 
The last page of the book clearly siates that for the 
Chinese people now, “the most important thing is to win 
a prize for maintaining stability and surviving, not to 
show off weapons or economic success.” 


Where Is the 4th Field Army? 


How 1s tt that a book like White Snow, Red Blood, so out 
of sync with official cant in the mainiand, has been 
published under official auspices”? This writer feels there 
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are two reasons, One is that this book was written in 
1988 and the first half of 1989, which was when thinkers 
and artists were at their most active. If the manuscript 
had not been delivered to the Liberation Army Pub- 
lishing House until the last half of 1989, the author 
would probably have ten sent wo the fring sguad The 

other reason is the complex background to the appear. 
ance of this book, that is, the mood of Lin Biao’s 
subordinates in the 4th Field Army. Everyone is familiar 
with a certain ironclad fact of Chinese history: “Today 
it's the emperor, tomorrow the little man.” After the Lin 


= aoe lived high on the hog, but during the 
was the 4th Field Army which contributed the 
most as the Communist forces t their way from the 
Northeast to down to Hainan Island. All the old veterans 
interviewed by this author were officers and men from 
the 4th Field Army, and every one of them expressed 
resentment at the treatment the 4th Field Army has 


Where is the 4th Field Army today’? “If only people 
could live forever’ so they could give witness to history 


Conclusion 


Because White Snow, Red Blood is not official propa. 
ganda, it is of great value to the study of history and is 
selling very weil in the mainland. It has not been seen for 
sale in Xinhua Shudian [New China Bookstore] though. 
you can only buy it on the black market. Apart from Lin 
Biao, ve should also hope that all the other Chinese 
Communist leaders who have been exalted as gods or 
vilified as demons come back to life in the history books 
as humans, but that is probably unlikely for now 
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Property Rights Seen Key to Enterprise Reform 
VOCEOIIOA Beijing JINGH! RIBAO in Chinese 
29 Jun 90 p 3 


Article by Zheng H 
the Delegation 
erty Rights’) 


{Text} Summary. During the past decade of enterprise 
reform, we have basically followed one 
sidestepping property rights relations, 
authority, and allowing ent ye to keep their profits. 
This approach has its own historical inevitability and 
represents an improvement upon the e.. -ssive centraliza- 
tion that has controlled enterprises to death. It has indeed 
been highly insirumental in weakening the oid system, 
which was irrational, and energizing enterprises. In 
essence, however, it remains a adjustment of 
rights within the framework of the traditional system and 
cannot achieve the purpose of rationalizing enterprise 
behavior As the mex: step in enterprise reform, we should 
switch from the delegation of power and the retention of 
profits by enterprises to solving the problem of nominal 
property rights within state-owned enterprises and 
strengthening property rights restraints in earnest, thereby 
restoring to state properties the competitiveness and 
mobility that ts due them and again enabling them io 
increase in value That way state ownership (ownership by 
the whole people) can be fully realized. Within the state- 
owned enterprise, we should create an economic relation. 
ship and legal responsibility relationship of —. 
dence and interaction between the owner, manager, and 
worker, Without a breakthrough on this front, neither the 
— ion of authority nor centralization will work very 


Ours is a socialist nation based on public ownership. 
Properties owned by the whole people (state properties) 
account for over two-thirds of all social properties. (In 
late 1989, state properties were worth | 600 billion yuan. 
Together with the labor of the workers of state-owned 
enterprises, they constitute the primary source of social 
wealth as well as the cornerstone of the entire existence 
and development of the state. Thus it stands to reason 
that economic structural reform must make the most 


ing (6774 3163 1987): “Go 
Authority To Strengthen Prop- 


elegating 
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insufficient compensation or losses. Specifically, “pros. 
tration” manifests itself in these five ways: 


Fixed Assets Depreciation Grossly Inadequate; Assets 
Being Hraded Steadily 


Historically the rate of depreciation of fixed assets in 
China has been low. Despite successive in cases, the 
period of overall depreciation of industrial enterprises 
still exceeds 20 years, much longer than the normal 
economic life of properties. This problem has been 
worsened during the last several years by soaring infla- 
tion. Since the early 1980's, the prices of capital goods 
have risen about 80 percent on the average, which means 
that the current replacement value of fixed assets gener- 
ally exceeds their original value more than one-fold. 
According to international practice, properties are reap- 
praised promptly and depreciation accelerated in times 
of inflation, This is not the case in China, however, 
where we still withdraw funds based on the original 
value. According to calculations by the department 
involved, every state-owned enterprise owes no less than 
50 billion yuan in assets value maintenance. 


To boost false ts, complete contract tasks, and 
retain more ts, some enterprises often ignore the 
rules and collect depreciation funds in full, 30 to 40 
percent of which are taken away by the finance depart- 
ment and the department in charge at the higher level. 
The resultant compensation funds fall far short of 
meeting the need to replace or modernize machinery and 
equipment. Machinery is not well maintained on a daily 
basis, and when it breaks down, the enterprise cannot 
afford to replace it. With its dilapidated machinery, the 
enterprise cannot ensure the quality or profitability of its 
products. To pursue short-term profits, some enterprises 
which have adopted the leasing or contract system do not 
hesitate to let their equipment run down, thus hastening 
the deterioration of state properties. 


Enterprises, Strapped for Cash, Are Forced To Resort To 
—a” Survive, Meanwhile, Some Funds Are 
Sitting 


To keep up production, the enterprise must continuously 
replenish fixed assets investment and working funds. But 
since the enterprise spends little of its own funds on 
production and cannot look to government for appropri- 
ations, it can only resort to borrowing from banks. 
Under the current policy, the enterprise pays off its loans 
before it pays taxes. This policy effectively makes the 
state assume much of the risk and encourages the enter- 
prise to compete for loans, the more the merrier. 


py bh supplied by the State Administration 
of State y, enterprise capital construction loans 
and special investment loans increased 400 percent 


between 1984 and 1988, with debt repayments growing 
30 percent on the average cach year. During the same 
period, profits realized by enterprises increased a mere 
3.4 percent each year on the average. Thus it is clear that 
most of the loan repayments come from returns on 
— — J— Even if enterprises henceforth do not 


ai 
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take oul a single new loan and use most of their profits to 
pay off old debts, it will still take them seven or eight 
years to pay off the remainder of their loans. 


In the past few years, enterprises’ own funds have been 
accounting for a sharply declining share of their total 
working funds, down to 15 percent in 1989. These days 
enterprises rely mainly on loans io meet cash flow needs. 
Note ¢ that in times of inflation, the enterprise should use 
the extra income derived from the automatic increase in 
value of in-stock raw materials and a specified per- 
centage of the additional incomes derived from higher 
prices for its products to supplement working funds. 
Otherwise, there is bound to be a deficit in working 
funds when the next production cycle comes around. In 
fact, however, the enterprise often spends this nominal 
increase in incomes as if it were a real profit and 
distributes it away, resorting to even more loans to close 
the resultant deficit. This is another version of living off 
one’s past profits. 


“Soft restraints” by both enterprises and banks have 
resulted in excessive borrowing by state-owned enter- 
prises. In some cases, the liabilities of an enterprise 
exceed its assets, reducing the enterprise to an empty 
shell. Soft restraints have also led to duplicated and 
thoughtless purchasing by enterprises. The result is a lot 
of idle equipment. According to rough estimates, 25.8 
billion yuan worth of equipment went unused in all 
state-owned enterprises within the budget in 1988. If we 
add idle and semi-idle equipment in enterprises outside 
the budget, the figure would be even more shocking. It is 
tremendously wasteful to remove these precious siate 
properties from the production process and reduce them 
to junk. 


State Properties Are Badly Mismanaged, Resulting in 
Extensive Losses 


For many years the management of state properties has 
been very weak. Quite a few enterprises have no up- 
to-date and accurate statistics on the total amount and 
value of state properties or increases or decreases in the 
actual amount. Some have even failed to put together a 
statement of assets and liabilities. It 1s commonplace to 
find enterprises which do not take stock for years or 
where the books and the reality are not consistent with 
each other. Newly acquired properties are not entered in 
the books while others which have been lost or scrapped 
are not removed. The result is numerous loopholes. 
leading to the loss of state properties through multiple 
channels. For instance, many enterprises owned by the 
whole people have established collectives to create jobs 
for their children and develop lateral economic linkages. 
In the process, however, they have also gotten rid of state 
properties without charge or sold them off at low prices. 
while putting some of the incomes derived therefrom 
into their own “little treasuries.” To induce the foreign 
investor to establish a Sino-foreign joint venture, some 
localities undervalue certain state properties (land, fac- 
tories, trademarks, etc.) The result is an outflow of 
profits. As for certain off-shore state properties, they are 
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& mess, totally beyond the reach of management. 
Nobody even knows how much has been lost. 


Within Enterprises, the Problem is “Over-Distribution”; 
Not Only Do Wages Erode Profits, But They Also Erode 
State Properties 


Wages at state-owned enterprises are extremely rigid. 
Wages for employees in the past few years have generally 
risen faster than gains in productivity. According to 
statistics, wages accounted for 49.5 percent of all enter- 
prise profits and wages in 1988, up from 34 percent in 
1979. In 1989, the proportion rose again, to over 50 
percent. This was the case not only in a period of fast 
growth when profits expanded significantly, but also 
when production slipped and ts fell sharply, not 
only for well-managed and highly profitable enterprises, 
but also for mismanaged enterprises which were margin- 
ally profitabie or were actually losing money. In many 
cases, the enterprise is in effect eating away at the returns 
On state properties. even the stock of properties. Many 
localities and sectors say that large amounts of depreci- 
ation charges, technical transformation funds, and pro- 
duction development funds have been diverted to 
finance collective welfare for employees or given out as 
bonuses. According to a survey on 378 muni ipal enter- 
prises in one large city, 237 enterprises overspent welfare 
funds and 47 overspent bonuses by a total of 150 million 
yuan in 1988. To close the deficit, most enterprises had 
to dip into their production funds. By undervaluing state 
properties, putting some state properties on credit, 
paying low dividends on state-owned shares and high 
dividends on privately-owned shares, and repaying prin- 
cipal with guaranteed interest, some enterprises which 
have been experimenting with the shareholding system 
are living off the state openly and covertly. The loop- 
holes here are simply too numerous to be investigated 


and plugged one by one. 


The Profitability of State Properties Has Been Declining 
Year After Year and the Ability To Increase Value Has 
Diminished Sharply 


According to data furnished by the State Statistics 
Bureau, industrial enterprises that practice independent 
accounting created 24 yuan in profits and taxes for every 
100 yuan in capital in 1985 and have been reporting 
lower profits for cach subsequent year: 20.4 yuan, 19.9 
yuan, and 20.5 yuan for 1986, 1987, and 1988, respec- 
tively. In 1986, state-owned commerce realized 7.5 yuan 
in profits and taxes for every 100 yuan in merchandise 
sold. By 1988, that figure had dropped to 5.8 yuan. Since 
1989, the profit margin of state-owned enterprises has 
further shrunk as a result of a sluggish market and fund 
shortages. In the first quarter of this year, profits and 
taxes realized by the nation’s industrial enterprises 
within the budget dropped 20.6 percent compared to the 
same period last year while as high a proportion as 35 
percent of the enterprises were losing money, something 
rarely seen for decades. 
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Compared to the decline in production, the “prostra- 
tion” of state-owned enterprises may be a “chronic” 
disease, but it is a real “hidden” problem, If it continues, 
it will pose a grave danger. These days we can already see 
that some enterprises are still acting pompously on the 
surface on the strength of state ownership. laside, how- 
ever, they are getting weaker and weaker, We must pay 
sufficient attention to this problem and take funda- 
mental reform measures to turn the situation around. 
That is necessary to safeguard state properties, protect 
the interests of the whole people, and maintain the 
dominant position of socialist public ownership. 


ee the past decade of enterprise reform, we have 
ically followed one approach—sidestepping property 
right relations, delegating authority, and allowing ~-ier- 
prises to keep their ts. This approach has its own 
historical inevitability and represents an improvement 
upon the excessive centralization that has controlled 
enterprises to death. It has indeed been highly instru- 
mental in weakening the old system, which was irra- 
tional, and energizing enterprises. In essence, however, it 
remains a superficial adjustment of rights within the 
framework of the traditional system and cannot achieve 
the purpose of rationalizing enterprise behavior. Engels 
said, “Accumulation is the most important function of 
social progress.” In the past, this function has almost 
entirely been the responsibility of the state. The bulk of 
the earnings of state-owned enterprises was turned over 
to the state. The continuous increase in the value of state 
properties was effected through the creation of new 
enterprises. Today we must change this monotonous 
method of accumulation by turning enterprises them- 
selves into major players in the accumulation process. 
This requires that enterprises proceed from long-term 
interests, strictly control wages, and spend profits they 
retain on investment as a top priority. Practice proves 
that this kind of behavioral mechanism will not come 
about just because authority is delegated and enterprises 
are allowed to keep their profits (In recent years, enter- 
prises spent a mere 15 to 20 percent of retained profits 
on accumulation.) What is needed are hard restraints by 
ownership or property rights. 


The main reason why some state-owned enterprises are 
suffering from “prostration™ boils down to the fact that 
property rights exist in name only. Formally speaki oa 
state properties belong to the whole people—from 

cials in government departments in charge to factory 
managers, directors, workers, everybody. Yet nobody is 
really responsible for ensuring and increasing the value 
of its properties. On the contrary, everybody wants to 
take a “cut.” In this sense, we have not truly achieved 
ownership by the whole people. There are always people 
who blame the erosion of state properties on the absence 
of a sound management system. This is because they do 
not understand the nature of things. Institutions are 
certainly essential. But without hard restraints created 
by property rights, enterprises would not feel any 
urgency about establishing a management system. And 
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even if a set of institutions do exist, they will not be 
strictly and consistently followed because of the absence 
of a rigorous “enforcer,” 


We often say that state-owned enterprises must be 
re ~ponsible for their own profits and losses. Given 
nominal property rights, this is hard to do, Under 
whatever system, property losses ultimately only hurt the 
property owner. When a state-owned enterprise goes 
bankrupt, only the state loses. We also say frequently 
that state-owned enterprises should become independent 
operators and producers. Nevertheless, only the enter. 
prise that behaves as a legal person and actually assumes 
the risk of market competition using its own properties 
will truly behave in accordance with the laws of the 
commodity economy. And only this kind of enterprise 
can react sensitively to fiscal and financial policies 
aimed at ee relationships, which, in turn, 
makes it possible for government to regulate and contro! 
indirectly. It can thus be seen that the key to enterprise 
reform and even economic structural reform as a whole 
is to solve the problem of nominal property rights within 
state-owned enterprises and practically strengthen the 
restraints on property rights, thereby restoring to state 
properties the competitiveness and mobility that is duc 
them and again enabling them to increase in valuc. 
Without a breakthrough on this front, neither the delc- 
gation of authority nor centrai.zation will work very 
well. 


To straighten out the property rights relations of state- 
owned enterprises, we need to lay down principles, take 
stock of properties, delimit property rights, and establish 
a sound state management network and system 
This is an extremely arduous piece of pioneering work 
Since we do not have any successful model to emulate. 
we can only grope our way forward. The most important 
thing right now is to clarify our underlying philosophy 
To do so, we must accomplish two major things: 


First, distinguish clearly between the government's three 
roles and three-fold functions. As the principal adminis. 
trative manager and economic tor and controller, 
the government is responsible standardizing and 
ee saad ee ne players and 

creating a good environment so that the economic 
players can engage in fair and equal market competition. 
These functions are society-wide and usually do not 
target particular enterprises or entail government inter- 
vention in an enterprise The government is also the 
general representative of state property ownersi ip. 
responsible for ensuring and increasing the value of such 
properties. This function must be discharged down to 
every single state-owned enterprise and institution anc 
includes such details as the protection, operation, and 
management of the stock of properties, the distribution 
of returns on properties, and reinvestment, etc. This 
function must go hand in hand with vigorous financia! 
management to ensure a steady increase in the profit- 
ability of state properties. 
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Second, within the state-owned the economic 
= hgh —— responsibility 
between ihe owner, manager, and must be one of 


interdependence 
stone for the healthy functioning of any modern large- 
scale enterprise. We should realistically consider the 
state-owned enterprise as an economic community made 
up of three parties with divergent interests as well as 
shared basic interests. Within an enterprise, what links 
yg the three parties and restrains them is owner- 
ship. In a state-owned enterprise today, ownership is not 
enforced, so it is impossible to restrain the behavior of 
the manager. And since the interests of the manager 
coincide completely with those of the worker, they are 
far more motivated to maximize distribution 
than to maximize accumulation. This determines that 
state ownership (owner.nip by the whole people) is not 
fully realized in fact. 


After determining our direction and clarifying our phi- 
losophy, we can begin tackling state property manage- 
ment in the following ways and proceed steadily. 


Gradually put together a state property management and 
operation system. This system should consist of two 


parts: state property management agencies at all levels of 
government (since there are few state owned enterprises 


below the county level, we may simply set up a special 
office or section within the finance burea::) and property 
management organizations (including investment com- 
panies for a particular industry or covering all industries 
and holding companies) that are commercialized and are 
assigned tasks and supervised by the above-mentioned 
agencies. The former should be responsible for consid- 
ering and formulating the principles, policies, laws, and 
regulations of state property management and evaluating 
the performance of property management organizations. 
The latter should be responsible for sending property 
rights representatives to an enterprise, selecting and 
hiring mangers, and taking part in major production and 
operational decisionmaking. It will also be its responsi- 
bility to use the earnings on properties according to the 
principle of profit-making to ensure that the value of 
properties increase steadily. State property management 
organizations will not be staffed by administrative 
cadres but by selected entrepreneurs and assorted 
experts. As they assume heavy responsibilities, their 
wages should be notably higher than those of govern- 
ment cadres. But if they are incompetent or neglect their 
duties, resulting in a loss of state properties, they should 
be fired and will not be casually rehired. Accordingly, 
state property management departments should keep a 
performance file on each manager and evaluate his 
performance fairly at regular intervals. 


Take stock and establish a host of sound basic systems. 
There should be a planned and orderly study oj the 
distribution of state properties both inside and outside 
China, both within the budget and without, as well as of 
their present inanagement status and returns on invest- 
ment. Preparations should be made for a nationwide 
general survey and appraisal of state properties to be 
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conducted as soon as possible. A mighty effort should be 
made to set up a string of basic systems, including a 
property rights registration system, an examination. 
and-approval for changes in property rights relation- 
ships, and a system to verify —-- the magnitude of 
value of state properties. To enterprise perfor- 
mance truthfully and eliminate sham profits, we also 
need to revise accounting procedures and the enterprise 
cost accounting system, improve the caliber of financial 
and accounting personnel, and plug any loopholes 
through which state properties are lost. 


giving out of after-tax dividends. Right now the contract 
system is being extensively used. Because of its inherent 
limitations, the system can only serve as a transitional! 
measure. Confronted with a changing economic climate 
since last year, many enterprise that practice contracting 
have found themselves in a bind. They should take 
advantage of the present situation and, in tandem with 
price and tax adjustments and reform, promptly switch 
to the separation of profits and taxes and the distribution 
of after-tax dividends, which are more regular, thereby 
separating the returns on properties due the government 
as the owner of the properties from the taxes that each 
enterprise must pay to the government. Moreover, after 
income taxes have been lowered, the energy and trans- 
portation construction funds have been phased out, and 
depreciation has been accelerated selectively, enterprises 
should use depreciation funds and after-tax profits to 
pay off their loans instead of repaying loans before 
paying taxes. Such a move would help realize state 
ownership, straighten out the distribution relationship 
between the state and the enterprise, expedite the ratio- 
nalization of enterprise behavior, and reduce adminis- 
trative intervention by government departments, thus 
enabling the enterprise to gain full decision-making 
power in production and management. 


Energetically but steadily and cautiously expand the 
experiment in shareholding. The shareholding system 
was originally a form of enterprise organization that 
accompanied production socialization and the corre- 
sponding socialization of properties. It is not inherently 
related to capitalism. The nature of a shareholding 
enterprise is determined by the mix of share ownership. 
If a majority of the shares are held by the state and other 
public legal bodies, then there ‘s no doubt that the 
enterprise will be under public ownership. The most 
striking feature and biggest merit of the shareholding 
system as a modern enterprise system is that it defines 
the properties of the independent legal person and estab- 
lish a proper relationship between the ultimate owner of 
properties, the legal owner, the manager, and the pro- 
ducer. Such a relationship is precisely what the state- 
owne? enterprise lacks and what it needs most. Most of 
the “shareholding companies" which appeared in recent 
years, however, do not meet the basic -riteria and have 
been nibbling away at the interests of the state. Currently 
there is an urgent need to formulate a series of laws and 
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regulations concerning the organization of shareholding 
companies, the issue and trading of shares, and company 
bankruptcy procedures to guide the healthy development 
of the shareholding experiment on the right track. 


Comparative Study of Enterprise Reform 
1K200704 1090 Beijing JINGJI GUANLI [ECONOM'C 
MANAGEMENT] in Chinese No 5, May 90 pp 14-18 


[Article by Sun Xiaoliang (1327 2400 5328), edited by 
Liu Qichang (0491 0366 2490): “A Comparative Study 
of Trends in the Structural Reform of Enterprises") 


[Text] Following discussions on whether or not the 
contracted managerial responsibility system for enter- 
prises should still be practiced after the implementation 
of the Eighth 5-Year Plan for Economic and Social 
Development, trends in the structural reform of enter- 
prises have once again become a hot topic of discussion. 
The following are some of my personal views from the 
basic perspective of coordinating with and supporting 
the overall reform. 


I. Two Basic Trends of Thought 


Before the economic structural reform, enterprises under 
ownership by the whole people were not only owned by 
the state on behalf of the whole people but were operated 
by the state. In other words, they were “state-owned and 
state-operated."’ Under this system, an enterprise which 
performed well must hand over all its profits; the enter- 
prise and its staff and workers would not be paid more. 
On the other hand, an enterprise which performed 
poorly would be taken care of by the state even if it 
sustained losses for years, the enterprise and its staff and 
workers would not be getting less. Consequently, the 
direct links between enterprise performance and remu- 
neration for labor were cut off and the role of the interest 
mechanism was climinated. This resulted in the situa- 
tion where “everyone has an iron rice bow! and eats from 
the same big pot,” which seriously dampened the enthu- 
siasm of employees and enterprises to seek continuous 
improvements in management. To solve this problem, 
the structural reform of enterprises was proposed. 


How should we go about the reform? There are two basic 
trends of thought: One is to regard enterprises as opera- 
tors and directly tie the interests of enterprises and 
employees to their performance, so that they will be paid 
more when they performed well and less when they 
performed poorly. In other words, they have to bear risks 
of income and assume limited responsibility for profit 
and loss. The concrete manifestation of this trend of 
thought first took the form of profit-sharing and later 
developed into the contracted managerial responsibility 


system. The second trend of thought is to regard enter- 
prises as owners who are responsible for their own profit 
and loss. They not only must bear risks of income, but 
must risk losing their property. The concrete manifesta- 
tion of this trend of thought is the joint-stock systen. 
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Here, this refers to the joint-stock system with share- 
holding by publicly owned corporate bodies. Publicly 
owned corporate bodies may be business corporations 
under ownership by the whole people or the collective, or 
legal persons in the form of funds or companies handling 
state-owned assets. The separation of profits and taxes 
and after-tax contracting do not as yet constitute trends 
of reform with a unique mechanism. They are no more 
than variations of the contract system which simply 
replace the practice of contracts for total profits with 
contracts for after-tax profits. 


Today, over 90 percent of enterprises under ownership 
by the whole people have adopted the contract system 
and achieved considerable success. The results have been 
obvious. We may call the contract system a historic step 
forward in the structural reform of enterprises. The basic 
precondition of the contract system is that as operators, 
enterprises have to fulfill contracts handed out by gov- 
ernments at various levels in their capacity as represen- 
tatives of owners. This relationship is what people often 
refer to as the “separation of ownership and the power of 
operation.” The question is, if enterprises are mere 
operators, they cannot be expected to assume sole 
responsibility for profit and loss, because responsibility 
for profit or loss must be preconditioned by the owner- 
ship of assets. This is precisely where the inherent 
limitations of the contract system lies. It is unjustified to 
criticize enterprises for “assuming responsibility for 
profit but not loss,” because as operators, they cannot be 
held responsible for losses against their owners’ assets. 
The fact is, enterprises are not responsible for their 
profits either, since profit-making enterprises must first 
ensure that their task of handing over profits to the state, 
that is, to their owners, is fulfilled. When profits retained 
by enterprises are reinvested, the assets thus acquired 
also belong to the state. The conclusion is clear: The 
contract system does not provide enterprises with the 
precondition for assuming sole responsibility for profit 
and loss. 


As two trends for reform, there are similarities and 
differences between the contract system and the joint- 
stock system. Their similarities and differences may be 
summed up as identical direction but different dcgrees. 


‘In other words, there is no contradiction in direction, 


only a difference in degrees. What is meant by identical 
direction is that they are both heading in the same 
direction, that is, tying payment for the work of 
employees to the performance of enterprises and 
arousing the enthusiasm of enterprises and their 
employees through the interest mechanism. What is 
meant by different degrees is that the degree and extent 
to which the two are “tied” are different, and hence the 
role played by the interest mechanism is also different. 
The contract system only requires enterprises to bear 
risks of income and assume limited responsibility for 
profit and loss; while the joint-stock system requires 
enterprises to bear risks of property and assume sole 
responsibility for profit and loss. 
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The complexity of the question also lies in the fact that 
the enterprise system is but an element of the economic 
structure as a whole, Hence, how to choose between 
these two trends in the structural reform of enterprises 
cannot be studied in isolation and must be grasped in 
accordance with the demand to optimize the structure 
and from the inter-connections between different sys- 
tems. 


Il. Two Decisive Factors 


Observed from the inter-connections between different 
systems, there are .wo factors that decide the direction of 
the structural reform of enterprises. One is whether or 
not enterprises should be asked to assume sole responsi- 
bility for profit and loss, as perceived from the needs of 
the economic structural reform as a whole. The other is 
how far we intend to make use of market regulation and 
the market mechanism. 


If enterprises are not required to assume sole responsi- 
bility for profit and loss, then there is no need to have the 
joint-stock system. The contract system alone will suf- 
fice. There question is, will it work if enterprises do not 
assume sole responsibility for profit and loss in the new 
economic structure? I do not think it will. The reasons 
are as follows: First, there are interrelations of mutual 
checks and balances between sole responsibility for 
profit and loss and management autonomy for enter- 
prises. Only when enterprises are required to assume 
responsibility for their own profit and loss can we make 
sure that they will correctly exercise their powers of 
management autonomy; and only when they have man- 
agement autonomy can ‘ve expect them to assume 
responsibility for their own profit and loss. If either is 
lucking, it will be impossible to establish an internal 
mechanism of checks and balances. Some enterprises are 
now seen to be engaged in short-term behavior, while 
others are issuing rewards in cash and in kind indiscrim- 
inately. The root cause of these problems is that they 
have au‘onomy but are not responsible for their own 
profit and loss. Some enterprises in the West have much 
greater autonomy than ours, but they do not have these 
problems. Why? Because they are responsible for their 
own profit and loss and they have an internal mechanism 
of checks and balances. Second, as the main body of 
market activities, enterprises must assume sole respon- 
sibility for their own profit and loss before their mar- 
keting behavior can be governed. If enterprises are not 
held responsible for their own profit and loss, even if 
there are perfect market regulations, they will not be 
implemented. Many of our foreign trade companies are 
fighting against one another at home for supply of goods 
by competitive bidding, and are trying to cut into foreign 
markets by sl*shing prices even if it means sustaining 
losses. The reason is that these companies are not held 
responsible for their own profit and loss, and the state 
will make good the deficits in the end. Third, only when 
enterprises are held responsible for their own profit and 
loss will they respond positively to regulatory means 
taken by the state, and only in this way will the state be 
able to effectively carry out macroeconomic regulation 
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and control. In the West, a 0.5 percent adjustment in 
interest rate on loans will have a great impact on 
investment activities. In China, however, even a 5 per- 
cent adjustment will have limited effects on such activ- 
ities. An important reason for this disparity in behavior 
lies in whether or not enterprises are held responsible for 
their own profit and loss. If an enterprise is not held 
responsible for its own profit and loss, an increase in 
interest rate will only mean that it will have to pay more 
interests and hand over less profits. It will not be forced 
to cut down on credit. Under the circumstances, interest 
rate will lose its function as an economic regulatory 
means, and the state will only be able to control the scale 
of credit through the direct control of credit quotas. 
From the above, we can see that enterprises assuming 
sole responsibility for their profit and loss is the corner- 
stone of the new system, without which the new system 
cannot be established. If responsibility for one’s own 
profit and loss is required, enterprises must not be 
regarded as mere operators, but must be accorded the 
status of owneis. The contract system cannot fulfill this 
requirement. 


Two options are available for making enterprises 
owners. One is through the transfer of ownership. This 
involves the change from “big public ownership” to 
“small public ownership,” that is, from ownership by the 
whole people to joint ownership by the workers of an 
enterprise. The problem with this method is that theo- 
retically speaking, workers of an enterprise only consti- 
tute a small portion of the whole people. and it is not 
justifiable to transfer assets belonging io the whole 
people to a group of workers. On the practical level, the 
experience of foreign countries also indicates poor 
results. The second option is the separation of owner- 
ship. This means splitting full ownership into two levels, 
with ultimate ownership (ownership in the legal sense) 
belonging to the whole people, and corporate ownership 
(ownership in the economic sense) belonging to the 
enterprise concerned. The enterprise assumes sole 
responsibility for profit and loss as a -orporate body. In 
this way, we can keep the system of ownership by the 
whole people intact while ensuring that enterprises 
assume sole responsibility for profit and loss. 


An examination of the evolution of the enterprise form 
will help us understand that the joint-stock system is the 
ready answer to the separation of ownership. In the 
history of economic development, the enterprise form 
has undergone the following process of development: 
First there were only sole proprietors. Then partnerships 
emerged. They were both natural-person enterprises, 
with full ownership belonging to a single entity—the 
entrepreneur. Joint-stock enterprises emerged at a later 
stage. The emergence of the joint-stock system changed 
the situation where full ownership belongs to a single 
entity, and ownership is separated into shere ownership 
and physical asset ownership. The persons providing the 
funds will have share ownership, while the joint-stock 
enterprises will have the status of a corporate body 
independent from those providing the funds. We thus 
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have corporate assets and corporate ownership. As 
opposed to natural-person enterprises, joint-stock enter- 
prises are referred to as corporate enterprises. Against 
their shares, persons providing the funds will be eligible 
to a share of the income on assets as well as the right io 
vote. This is a concrete expression of their ownership. 
However, no person providing the funds shall have the 
power to dispose of and manage enterprise assets, nor 
can he directly intervene in the operational activities of 
the enterprise. This shows that persons providing the 
funds do not have full ownership. Meanwhile, the cor- 
porate body of the enterprise has the power to possess, 
dispose of and manage corporate assets. In other words, 
it is actually managing the physical assets purchased with 
the funds provided by shareholders. This is a concrete 
expression of ownership by the corporate body. How- 
ever, major policy decisions are still decided by the 
general meeting of shareholders, and income on assets 
also goes to shareholders. This shows that neither does 
the enterprise have full ownership. In other words, full 
ownership is split into two: That which belongs to 
sharehoiders and that which belongs to the corporate 
body of the enterprise. Both have entitlement to owner- 
ship, but neither has full ownership. It is precisely under 
such circumstances that the ultimate owner (share- 
holder) will still be the whole people while the enterprise 
assumes sole responsibility for profit and loss on assets 
as a corporate body. 


Can we thus draw the conclusion that the joint-stock system 
is the only option for the structural reform of enterprises? 
The matter is not that simple because the systein we choose 
for enterprises also has a lot to do with the role market 
forces is to play. If the activities of production and circula- 
tion of an enterprise are basically regiated by the govern- 
ment’s mandatory plans, and the market forces are only 
allowed a limited role, management autonomy for enter- 
prises is out of the question. This being the case, there is no 
reason to hold enterprises responsible for their profit and 
loss. Under the circumstances, there is no objective need for 
the joint-stock system. 


It is now clear that the planned commodity economy is a 
distinctive trait of our economic form. This is a conclusion 
drawn on the basis of theoretical research. On this basis,, we 
have also come a step closer toward understanding that our 
economic operational mechanism is the integration of the 
planned economy with market regulation. This is a conclu- 
sion drawn on the basis of studies on fundamental princi- 
ples. However, there must be an intermediate link, or 
“concrete form of realization,” between fundamental prin- 
ciple and practice. Without such an intermediate link, there 
is no way that fundamental principles can be implemented 
in actual practice. What is still unclear is what precisely is 
this intermediate link. 


Through what concrete form should the planned 
economy be integrated with market regulation? There 
are four suggestions, or four options, before us. Each 
option needs a corresponding system of enterprise. 
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First option: The production and circulation of small com- 
modities should be subject to market regulation, while 
production and circulation of most products should be 
directly regulated through planning. In such a situation, 
because the majority of enterprises only have limited man- 
agement autonomy, they should only be required to bear 
risks of income and assume limited responsibility for profit 
and loss. Meanwhile, the joint-stock system will not be 
necessary, and the contract system will suffice. As a corre- 
sponding measure, the state must directly manage the 
microeconomic activities, such as production, supply and 
marketing, of these enterprises, and arrange the organiza- 
tional structure in such a way as to meet these functional 
requirements. Functional changes and structural reform in 
the true sense are not possible. 


Second option: Small enterprises should be subject to 
market regulation, while large and medium-sized enter- 
prises should be directly regulated through planning. In such 
a situation, small enterprises should be required to practice 
the joint-stock system because they are independent and 
responsible for their own profit and loss. Since large and 
medium-sized enterprises only have limited management 
autonomy, only have to bear risks of income and have 
limited responsibility for profit and loss, they should not be 
required to practice the joint-stock system and should stick 
to the contract system. As a corresponding measure, the 
state must exercise the dual function of direct and indirect 
management, and the organizational structure should be 
arranged in accordance with the needs of this dual function. 
This means that the organizational structure will have to be 
expanded rather than streamlined, or else it will not be 
possible to attend to all needs. Meanwhile, chaotic market 
situation and corruption resulting from the practice of the 
double-track system in respect of planning, circulation, 
pricing and distribution will be unavoidable. It will also be 
difficult to effectively coordinate production and technical 
cooperation between enterprises under two different sys- 
tems. 


Third option: Major expansions of the production 
capacity should be directly regulated through planning, 
while production activities and small renovation 
projects should be subject to market regulation. In such 
a situation, because the overwhelming majority of enter- 
prises are independent and responsible for their profit 
and loss, the joint-stock system should be practiced. The 
state should regulate and control the production and 
operational activities of enterprises mainly through indi- 
rect means. As a corresponding measure, functional 
changes and structural reform in the true sense may be 
carried out in state organs. 


Fourth option: All production and construction activi- 
ties should be subject to market regulation, while the 
state should guide the production and operational activ- 
ities of enterprises through regulation and control of the 
market. This is what is meant by “the state regulates and 
controls the market, while the market guides enter- 
prises." This option is identical to the third option in 
terms of the enterprise system and the function and 
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present-day world They are also undesirable. Hence there is 
NO pornt wasting our time discussing them What we should 
study and discuss 1s how the two should be integrated when 
planning and the market are both playing their regulatory 
role The four options discussed above are specific sugges- 
trons within this framework 


Summing up the above points in the form of a simple 
chart, we will come up with the following: 


Ill. Two Possible Futures 


It has been proven by practice that regulation through 
planning and market regulation both have their strong 
and weak points. Subjectively, man invariably hopes 
that through appropriate integration, it will be possible 
to give concentrated expression to the strong points of 
planning and the market and steer clear of their draw- 
hacks However, there 1s yet another possibility, and that 
1S. to retain the drawbacks of both while leaving out their 
strong points. In order to have the first future and avoid 
the second future, we must compare and study the four 
options discussed above and make a proper choice. 


If we take the first option, that 1s, small commodities are to 
be subject to market regulation while other products are to 
be directly regulated through planning, we will end up 
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having a sysiem more of less the same as that before the 
reforms Although we can tee the orderly of 
economic activities, the ne problems will still occur 
First, production is not suited to demands and the product 
mix cannot be promptly readjusted in accordance with 
changes in the demand pattern, there are many intermediate 
links between production and consumption, production 
cost 1s high while efficiency is low, and so on The produc- 
tion and circulation of small commodities alone can elimi. 
nate these drawbacks and fully bring into play the advan- 
tages of market regulation. Second, since the majority of 
enterprises only have limited t autonomy and 
can only assume very limited responsibility for profit and 
loss, it is impossible to fundamentally pul an end to the 
situation where “ has an iron rice bow! and cats 
from the same big pot.” This means that the problem of 
enterprises lacking vitality cannot be fundamentally 
resolved Third, it 1s unlikely that there will be substantial 

in the functions of governments at various levels 
They will still be attending to a lot of things that are beyond 
their scope and capability, and bureaucratism cannot be 
avowed 


If we take the second option, that is, smal! enterprises are 
to be subject to market regulation while large and 
medium-sized enterprises are to be directly regulated 
through planning, there will be even more problems 
First, the vitality of small enterprises will increase when 
they are independent and responsible for their own 
profit and loss. while the vitality of large and medium. 
sized enterprises will be straight-jrcketed because they 
have limited autonomy and only have limited responsi- 
bility for profit and loss. The resultant situation is what 
people usually refer to as “killing the tiger by over- 
attention and letting loose the monkey.” This is unfavor- 
able to the optimization of the economic structure, the 
implementation of the industrial policy. the long-term 
development of the national economy and the sharp- 
ening of our competitive edge in the international 
market. Second, this will result in the all-round imple- 
mentation of the double-track system. In other words, 
there will be two separate structures and operational 
mechanisms for small enterprises and large and medium. 
sized enterprises. double-track pricing, dual channels of 
circulation, and so on. Under such circumstances, it will 
be impossible to properly bring into play the operational 
rules of planning and the market. This will not only upset 
the order of economic activities but will provide the 
hot-bed for various forms of corruption. Third, it will be 
difficult to coordinate economic activities. In economic 
activities, a thousand and one ties of cooperation objec- 
tively cxrst. When large and medium-sized enterprises 
organize production, they may need small enterprises to 
provide them with necessary support or certain raw and 
semi-finished materials When small enterprises orga- 
nize production, they too may need large and medium- 
sized enterprises to provide them with raw and semi- 
finished materials or certain parts and auxiliary 
equipment. There are all kinds of tres between them. If 
two operational mechanisms coexist, there 15 no way that 
normal production can be ensured. This is in fact the 





JPRS-CAR-90-062 


14 August 1990 


IC 


system. First, enterprises will 
This 
for 
vitalit 


the 
—— f 4 
transition from —_ responsibility 
increase their 


few years. Such a situation is may still be 
just an inevitable phase 


unthinkable if it ts 


the 


wil be 


the old system to the new, bul 


state of affairs in which we found ourselves 


is 


regularized as a system 














Pure 
administrative 


































































































Ic 


JPRS-CAR-90-06) 
14 August 1990 


Lil, Heli BRUNE GIS 
jl igly i EEE obj TE 
tb, Tee aaauititiee, Pett 
i pull Wey: J 
Wie pull a ia betel 
i itis ph fi? if He li i be ffs a 
iz Tn Ee Hi HE ini 
Hd Te lathe Hu la hiis 
fs i Hin $3255 
late Ui He AL jie bell ATF a 
seit ali ne + vali if HRT lt 
Hey if aii 4: gz BES 
2g2= s2i é SF 222223 ATL i J 55 
J— J— 
tel ed mtb nuit Hi 
TRUTH TRH SH Pe 





hoe 
fu 
—J 
J 
—— 
AH ie 
HgTe 

TT 
GH 

Tie 
Lb iy 
Hoh 
fg ip 
ji! Hig 








% ECONOMIC 


quarter of 1990 was 6.9 per capita lower than in the 
san.° period in 1988, drop in peasant income was 
certain, ly not caused by a drop in output, but rather by 
increase! output without correspondingly increased 
income, a major cause of which was problems in farm 
by-product procurement and sales. to the 
Ministry of Agriculture, peasants t 
present still have millions of tons of 
must be sold qu , including over 100 million tons 
each in Hunan and ubei provinces and 850,000 tons in 
Anhui Province. It is also understood that procurement 
of form by-products has dropped more than 10 t 
in quite a few provinces in the first of 1990, and 
that large amounts of rabbit fur, s wool, cattle- 
hides. local specialties, and traditional Chinese > 


inal materials are overstocked in 
—— mene = he 


war” has turned into a 
of mutton falling from rytr 


a decrease in purchasing power. In addition some 
report that certain peasants are still holding “white ships” 


in peasant purchasing power is not only 
markets declining sales and even mating the 

sofier than urban markets, but it is sey 
adverse impact on the agricultural production initiative 
of peasants, industrial goods sales and thus, the pace of 
recovery of industrial production. It should be pointed 
out that this is a new and major issue which should 
arouse much concern. 


Moreover, although our soft capital goods market is 
generally considered to be a temporary phenomenon, 
there are also many new factors behind it. First, although 
sales in the materials sector have fallen somewhat in 
1990, stocks of materials have dropped instead of corre- 
spondingly increasing. Although the materials sector 
should normally be playing a “reservoir™ role at present, 
by procuring and stockpiling more of certain materials 
that satisfy needs and are of good quality but are 
temporarily unmarketable, which could both enhance its 
regulatory cabability and also help production enter- 
prises resolve their overstocking difficulties, the statis- 
tics show that capital goods procurement in the materials 
sector fell 12.3 percent in the first four months of 1990 
instead. Why is there no “water” in these materials 
“reservoirs?” This has yet to be investigated. Second, 
although industrial production has been rising month 
after month recently, why has the demand for capital 
goods still been falling? Moreover, although the con- 
cerned parties have been taking steps for months to 
suitably increase investment and start capital construc- 
tion projects to stimulate markets, why have capital 
goods markets still not become stronger despite the 
stimulation” 
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PRC in 1989, and 
cu rodacion and and public — have been —— 
in| the short-term condition of our rural and capita 
goods markets shows that consumer demand has cer- 
tainly not increased correspondingly. Some people say 
that production will ultimately not increase until con- 
sumption increases, and that a decrase in or slow rate of 
growth of production limits consumption and forms a 
vicious cycle instead. Production and consumption must 
generally be coordinated because, while too much con- 
suMption is No good, too little also causes many prob- 
lems. This particularly requires that macroeconomic 
studies be conducted to answer the following questions: 
Are our current consumption levels actually too high or 
too low” Is our consumption growing too fast or too 
slow? What are rational proportions to be maintained 
between consumption and production and between 
overall public supply and demand” Unless clear theoret- 
ical answers are found to these questions, it will remain 
hard to correctly guide our macroeconomic regulation 
and control 


People have described the capricious unpredictability of 
markets as being like “the weather in June or the face of 
a child.” Although certain sectors predicted at the begin- 
ning of 1990 that domestic markets would bottom out in 
April and pick up in May, retail sales of social com- 
mmodities are still (in June) in a state of negative 
growth. Domestic markets are not only facing many new 
problems at present, but they are also burdened with 
certain old problems, which have not yet been com- 
pletely cleared up and are in urgent need of thorough 
study. 


Separation of Taxes, Profits Advocated 


9OCE0149A Chongqing GAIGE [REFORM] in Chinese 
No 2, Mar 90 pp 57-62 


[Article by Wang Dingkun (3769 1353 0981): “Signifi- 
cance of Tax and Profit Separation and How To Achieve 
It"} 


[Text] I 


The so-called separation of profits and taxes means 
separating the taxes from the profits that the state 1s to 
receive out of the profits of enterprises, and changing 
from the “pre-tax repayment of loans” to “after tax 
repayment of loans.” 


The separation of taxes and profits is both a correct 
choice theoretically, and is additionally an inevitable 
necessity for spurring economic system reform in today's 
economic climate. 


A. In a theoretical sense, the separation of taxes and 
profits is essentially a fundamental pari of correctly 
distinguishing between state tax revenues and profit 
revenues. It pretty well stabilizes and normalizes the two 
distribution relationships of a different nature that exist 
between the state and enterprises, thereby getting out of 
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the old { patiern of no separation of taxes and 

— for of the enterprises ts distribution 

ep Sapo sa See nt of departure for 
reform of this system. 


Under socialism, a dual status, as well as two attendant 
benefit-distribution relationships objectively exist 
between the state and state-owned enterprises. On the 
one hand, as the administrator of society, the state 
carries responsibility for the most ordinary administra- 
tive functions in socioeconomic life, entering into rela- 
tions with enterprises through the law, regulations, and 
decrees, i.¢., ordinary social administrative relations. On 
the other hand, as the custodian of all assets under 
ownership of the whole people, the state carries the 
economic functions of controlling assets and distributing 
investments and benefits, entering into relations with 
enterprises via rules and regulations, and contracts, i.¢., 
special property relationships. In contradistinction to 
this, two distribution relationships of a different nature 
exist between the state and enterprises: One is the 
benefits distribution relationship between the state and 
enterprises that stems from ordinary social administra- 
tive functions. Since this distribution relationship is 
based on state political authority, it is characterized by 
coercion and noncompensation. Not only does it exist 
between the state and state-owned enterprises, but also 
between the state and non state-owned en ises. This 
relationship is conducted primarily in the of tax 
collections. The second is the benefits distribution rela- 
tionship that stems from special property ownership 
relationships. This distribution relationship is founded 
on property ownership rights; thus, to a very great extent, 
it is contractual in character and exists only between the 
state and state-owned enterprises. This relotionship is 
conducted primarily through enterprises payments of 
profits to the state. 


Up until the time that the payment of profits was 
changed to the payment of taxes to the state, the method 
used in handling the tax and profits distribution relation- 
ship between the state and enurpriscs was primarily to 
adopt either a percentage for each enterprise or a con- 
tracted base figure for profit separation and profit con- 
tracting. The distribution relationship between the two 
was not very consistent and stable. Thus, in June 1983 
the first step in changing payments of profits to payment 
of taxes began to be instituted. In September 1984, the 
second step of this change was carried out. No doubt, the 
change from profit payments to tax payments played an 
important role in changing the distribution relationship 
between the state and enterprises; however, because it 
sweepingly replaced profit payments with tax payments, 
it negated the character and methods of profit payments, 
violated the different attributes of taxes and profits, and 
also violated the inherent characteristics and basic prin- 
ciples of tax collection. Clearly, this was a distortion of 
theory. Furthermore, the 55 percent tax income tax rate 
for state-owned enterprises was too high. A single regu- 
lation tax rate per enterprise had the appearance of a tax 
without being a tax. The role of things such as “before 
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tax loan repayment,” as well as difficulty in consistently 
increasing government revenues rendered difficult the 
continuation of this system in practice. Subsequently a 
large scale contract system was instituted. Even though 
the contract system played an extremely important role 
in effecting a “separation of ownership and operating 
rights within the state-owned economy” and organically 
linked responsibilities, rights and benefits, insured no 
decline in government revenues, and promoted eco- 
nomic t, as far as the distribution relation. 
ship between the state and enterprises was concerned, 
since it contracted both taxes and profits, there was 
actually no distinction between taxes and profits. The 
substitution of profit payments for tax payments went to 
another extreme once again. In addition, one on one 
contract base figures talks once again pul obstacles in the 
way of the regularization of distribution relationships 
between the state and enterprises. Actually, in changing 
the distribution relationship between the state and enter- 
prises, the task of changing from payment of profits to 
payment of taxes lay in regularizing the distribution 
relationship between the state and enterprises that 
stemmed from the state's ordinary functions in admin- 
istering society. Since the two were neither interchange- 
able or transposable, going around in circles, “substitut- 
ing payment of taxes for payment of profits, substituting 
payment of profits tor payment of taxes, and again 
— J— payment of taxes for payment of profits was 
inevi 


B. In reality, the separation of taxes and profits 1s a better 
choice. 


The advent in recent years of total demand that is much 
greater than total supply, an inflation rate that shows no 
signs of coming down, low increase in government 
revenues, a great increase in both the fiscal deficit and 
regular government financial disbursements, and a 
marked weakening of macroeconomic control capabili- 
ties, has led to an extremely strained n. tional macroeco- 
nomic environment that ultimately necessitated 
“improvement of the economic climate and rectification 
of the economic order.” Thus, the task of reforming the 
enterprise profit distribution system in order to insure 
steady increase in government revenues has come up 
once again. It should be noted that transformation or 
readjustment of the profit distribution system means the 
reconstitution of the pattern of benefits already formed 
in the distribution relationship between the state and 
enterprises. Furthermore, with each such reconstitution, 
it is impossible to avoid varying degrees of shock on 
overall social and economic life. The present pattern of 
benefits gradually came into being over the past 10 years 
under the guiding ae “yielding of public author- 
ity.” In addition, t tion or readjustment of the 
prevailing enterprise profit distribution system will also 
have to be done in the face of difficulties in receipts and 
payments that both the state and enterprises face. Thus, 
it is necessary to effect a retransformation of the enter- 
prise profit distribution system so as to reduce the shock 
on society insofar as possible, bringing about a “soft 
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landing’ in the transformation of the enterprise profits 
distribution system. The reality mentioned above is 


founded ©.» the foregoing thought. 


The separation of taxes and profits has two meanings 
and two roles as follows: 


|. The separation of taxes and profits both satisfies 
requirements of the current policy of improving the 
economic environment and restructuring the coonomic 
order, and also helps its further mutual ling with 


deeper reform. 


Given the extremely strained macroeconomic climate, 
and hard going in the rebuilding of the microeconomy, 
the separation of taxes and ts is the better method 
First, it both helps insure steady increase in government 
revenues, and it also takes appropriate account of the 
interests of enterprises. On the one hand, the state gets a 
certain percentage of tax revenue from the profits that 
enterprises realize, while at the same time the state gets 
a certain amount of return on capital from the enter- 
prises’ aftertax profits, thereby insuring state receipt of 
financial revenues through two different channels that 
Steadily increase as enterprises’ economic returns rise 
On the other hand, the state can act on the basis of the 
enterprises’ circumstances with regard to income tax 
rates and the distribution of enterprises’ aftertax profits 
as economic development needs require. It can set 
income tax rates as well as the amount of aftertax profits 
to be shared, while looking out for enterprises’ interests. 
Second, it helps control the scale of investment, changing 
enterprises’ investment behavior for the gradual building 
and perfection of an enterprise self-restraint mechanism. 
The change from “before tax loan repayment” to “after- 
tax loan repayment” hardened restraints on enterprise 
investment. This helped eliminate the abnormal situa- 
tion of “enterprise borrowing, banks lending. and gov- 
ernment repaying.” It called a halt to enterprises 
investing and starting projects blindly, and it helped 
control the scale of investment, curing at its source the 
“enterprise investment starvation syndrome © Third, the 
institution of uniform income tax rates helped in making 
tax payments of different enterprises fair, thereby 
improving external conditions for equal competition 
among enterprises. Fourth, definition of the character of 
the two different distribution relationships helped bring 
about a further separation of government administration 
and enterprise management, and the separation of own- 
ership authority and operating authority, creating con- 
ditions for enterprises to become truly relatively inde- 
pendent commodity producers and operators. 


2. Separation of taxes and profits can be both in keeping 

with current requirements for improving the economic 

environment and restructuring the economic order, and 

help in dovetailing it with the further deepening of 
orm. 


The economic reform, and the improvemen’ of the 
economic environment and restructuring of the eco- 
nomic order now underway in China is being carried out 
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in by no means free and easy but rather in siraitened 
circumstances, therefore, choices about reform of the 


govern 
and it can help in the framing and implementation of 


ne 
cial revenues, but also as state financial control organs as 
well as custodians of state assets under the prevailing 
system, they possess more initiative in setting tax rates as 
well as the size of enterprises’ aftertax profits. No doubt, 
this can help government finance play a greater role in 
improving the economic environment and rectifying the 
Se ee ee ae eee ee ie 
regulation capabilities On other hand, since the 
separation of taxes and profits helps in “keeping separate 
account of funds,” this lays a basis for the government to 
institute a future tax-separation system. In addition, the 
setting of unified income tax rates for state-owned enter- 
prises firms up tax revenues more than previously It also 


help stabilize enterprises ard help further improve the 
contracting system, but it also creates conditions for a 
possible future stock share system. 


Up to this point, our discussion of tax and profit 
separation has been limited only to the scope of its 
ignificance and role while omitting two important 
1) the issue of “how to share” in the separation of 
ts, i.c., how to set the amounts shared, 
a structure, and how to divide 
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taxes and profits 








be done to achieve fair tax payments, enterprises under 
different forms of ownership thereby being able to com. 
pete on an equal footing Insofar as circumstances 
permit, every effort should be made in the setting of 
enterprise income tax rates to institute uniform income 
tax rates for enterprises under different forms of owner- 
ship. 


B. The Issue of Establishing an Income Tax Rate Struc- 
ture 


The enterprise income tax rate structure used in most 
foreign countries today is a flat percentage rate. In 


plan for setting a uniform 35 percent tax rate 
collection of income taxes. We feel that a flat 
possesses advantages that a multiple bracket progressive 
rates levied on income in excess of specified amounts 
does not have in that it's standards are uniform and fair. 
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and it is not detrimental to the principle of the equality 
of marginal benefits However, given the present level of 
the country's economic and its actual cir- 
cumstances, use of a multiple ve rates 
levied on income in excess of speci amounts for 
enterprises’ income taxes is more desirable. This is 
because the country’s socioeconomic development is al 
many different levels and development is uneven Not 
only is there a very great difference in the level of 
economic development between one province and 
another, and between one and another, but dif. 
ferences are also very great for enterprises of the same 
kind in the same _ The development of produc. 
tivity is also ex uneven, and differences in enter. 
prises’ economic returns are great. Figuring out equitable 
amount limits for use as a tax rate would be 
very difficull to do. Pertinent statistical data show that 
616 enterprises in Chongqing that practiced tax profits 
separation and after tax contracting accounted for 72 
percent of the profitable enterprises within budget 
throughout the city Enterprises among them that con- 
tracted profits after taxes numbered 46, or 75 percent 
Enterprises contracting zero profits numbered 78, or 13 
percent. Enterprises contracting ive figure profits. 
Le, those that could not be sure of meeting enterprise 
profit base figures after payment of taxes. requiring 
repayments from the treasury numbered 75, or 12 per- 
cent. Moreover, only 44 percent of industrial enterprises 
within budget in the city were enterprises that could run 
pilot projects. Thus, only 33 percent of the city’s indus- 
trial enterprises within budget could do aftertax con- 
tracting. In addition, a large area survey of $94 enter- 
prises in six industries in nine provinces and urban 
areas, which the State Restructuring of the Economic 
System Commission conducted, showed that on the 
basis of final settlement figures for 1987. after payment 
of income taxes at a 35 percent rate, the results of 
calculations were substantially identical with the situa- 
tion in Chongging. Thus, in order for the separation of 
taxes and profits to be worthy of the name. and for the 
sake of smooth performance, we recommend the uni- 
form institution now of five bracket progressive rates 
levied on income in excess of specified amounts, with 
proper lowering of the upper and lower tax rate limits, 
the tax rate for the lowest bracket being 5 percent, and 30 
percent for the top bracket as a means of helping the 
smooth launching of tax and profit separation, and 
solving the problem of enterprises having no profits left 
after taxes (meaning property owners showing no 
returns, and enterprises being unable to repay loans). 


C. The Issue of Dividing Up Aftertax Profits 


After they have paid their income tax, enterprises 
aftertax profits will be re-divided between the state and 
the enterprise as profits paid to the state and profits 
retained by the enterprise. Since loans are repaid afier 
taxes, for enterprises that have a special loan fund to be 
repaid, a portion of the enterprise's profits have to be 
allocated as fund repayment. The profits that enterprises 
pay the state are in the nature of a return on assets for 











ECONOMIC 


iy 
tH 
TAL 
i 
Hl 


i 
E 
: 


f 
3: 
: 
- 
. 


| 


at 
sees 
E 
J 
4 


4 
; 


D. Method for Separation Taxes and Profits 
The so-called issue of a method for separation of profits 


i 
shares. However, conditions do not yet exist for imple- 
mentation of the stock share system in “hina. 


The enterprise rental system is currently in use mostly in 
small state-owned enterprises. Aftertax payment of rent 
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is actually a system for paying fees for the use of 
y. Since the setting of the amount of is 
Seaaia with difficulties, mostly it is set 
competitive bidding. This method is not normal and it 
lacks a scientific basis, thus, it violates the 
intention of tax and profit separation as an 
stabilize and normalize distribution relations between 
the state and enterprises. Thus, except for its use in small 
state-owned enterprises, it is of no value for promotion. 


The contract system is a responsibility system for oper- 
ation that is in general use by state-owned enterprises in 
the country. Tax and { separation, and aflertax 
contracting are a consolidation and a perfection of the 


figure talks continued. Enterprises’ aftertax profi 
bution relationships remained abnormal and, in addi- 
tion, the problem of enterprises’ aftertax profit retention 


required in the “tax and profit separation, aflertay 
contracting” implementation process. Active creation of 
conditions for a transition to a stock share system was 
also needed. 


accumulation, self-transformation, and self. 
development following implementation of tax and profit 
separation. 


As was said above, implementation of tax and profit 


investment behavior, impelling enterprises to focus 
attention on investment returns, thereby curing at its 
source the “investment starvation syndrome.” More- 
over, because of hardening of external limitations on 
enterprises’ investment, enterprise investment may also 
exhibit a “short-term” tendency, particularly when a 
large amount of investment is required to carry out 
technical transformation and replacement of equipment 
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from which results are difficult to see at the moment. 
The same applies to projects from which social returns 
are very great but from which economic returns are not 
too good Enterprises will be less willing to invest in 
these, but will prefer to invest in projects that show quick 
results and from which they can get a return in a short 
period of time, that is fair, and that is fast. This is 
because of the following: First, after the separation of 
taxes and profits, dynamically speaking, the relative 
percentage of profit that an enterprise realizes may 
decline, and the percentage of state financial receipts 
may rise, which is just the reverse of the present situa- 
tion. Consequently, enterprises’ self-accumulation capa- 
bilities will decline relatively to a certain extent. Second, 
because of the cessation of uncompensated government 
support oe Se loan repayment, enterprises’ 
new investment funds will have to come from payments 
out of their own retained aftertax profits. Investment 
risk increases and is borne largely by the enterprise itself, 
Furthermore, ownership of the fixed assets that an 
enterprise acquires with its retained aftertax profits and 
the profits realized from them remains cloudy. In addi- 
tion, because of the many policy changes in recent years 
and the increased investment risk, out of consideration 
for their own economic returns, enterprises have used 
the not very large amount of development funds in 
retained profits for short-term projects that show quick 
results, but have shown little interest in in-house tech- 
nical replacement projects requiring substantial invest- 
ment. Doubtiessly, this is extremely disadvantageous for 
enterprises’ self-transformation and self-development. 


It should be noted thai enterprises’ self-transportaiion 
and self-development capabilities have a bearing on the 
future speed and level of development of the nation’s 
industry. Realization of strategic economic development 
goals set for the end of the present century and the 
middle of the next century require maintenance of a 
certain speed of economic growth. Moreover, transfor- 
mation of the technological level of the billions of fixed 
assets existing in the country today in order to ii, ‘ease 
reserve strength for total economic development .ap- 
pens to be the key to realization of this goal. At the same 
time, most of the country’s existing large- and medium- 
sized enterprises, with the exception . f new ones built in 
recent years, were built prior to the 1960's, and are 
already aging. The restoration of these enterprises 
cannot be achieved through their own efforts. The 
before-tax loan repayment system provided tremendous 
stimulus for enterprises to undertake technical transfor- 
mation and equipment replacement. Pertinent data 
show more than | 70 billion yuan as having been invested 
in technical transformation and capital construction 
from 1981 through 1987, and more than 10 billion yuan 
worth of property as having been completed and put into 
production. This increased the technological level of 
numerous enterprises to that of the 1960's and 1970's, or 
ever, the advanced level of the 1980's. During the period 
1981 through 1988, nearly 90 percent of enterprises’ 
increased profits derived from newly added production 


ECONOMIC u 


capacity and readjustment of product mix, and 70 per- 
cent of the money for the readjustment of enterprises’ 
product mix and newly added production capacity came 
from being able to repay loans before taxes. This shows 
that changes in the technical level of enterprises is 
actually dependent upon uncompensated government 
support 


Among enterprise self-accumulation, self-development. 
and self transformation, self-accumulation is funda- 
mental. The greater the accumulation, the larger the 
amount of money available for technical transformation 
and equipment replacement, and the faster the enter. 
prise develops. For a long time, the level of administra- 
tion and the quality of the workforce in the nation’s 
enterprises has been relatively low, and waste has been 
substantial. Thus, enterprises can eet self-accumulation 
and self-transformation money by fully tapping internal 
potential, improving administration, improving work- 
force quality, and reducing waste, thereby improving 
their overall economic returns. Nevertheless, govern- 
ment support is also required. For example, the state 
should adopt measures to solve problems in the technical 
transformation of old enterprises that conform to state 
industrial policy and social needs, or investment in 
projects that take a long time to return capital, but 
require a large amount of money, projects that do not 
produce or produce relatively little direct economic 
benefit, but that produce substantial social benefit, as 
well as projects that develop new products that fill 
national needs, and major technical transformation 
projects. Failure to do so will mean a deterioration of 
enterprises’ technical transformation and development 
capabilities that will inevitably harm reserve strength for 
economic development. 


In this regard, we suggest the following: 


|. Consistent macroeconomic policies to insure conti- 
nuity and consistency in the implementation of major 
economic policies, creating a fairly stable macroeco- 
nomic economic environment for enterprises. 


2. For technical transformation projects or investment 
projects that conform to state industrial policy and socia! 
needs, particularly when a large amount of investment ts 
required and the recovery period is long, but from which 
social returns are marked, the state should provide 
vigorous policy encouragement and support. a) It should 
provide support in the form of interest discounts for the 
readjustment of industrial structure, b) investment 
repayment periods should be dovetailed with the period 
of return on investment to make the two coincide with 
each other insofar as possible, c) moderate increase in 
composite discount rates and moderate reduction in loan 
interest rates; d) New profits that enterprises earn from 
projects for which they have used their own retained 
profits, and from projects in which they have newly 
invested should be regarded as new product develop- 
ment returns that are exempted from taxation for a 
certain period of time and used for repayment of loans 
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3. The responsibilities, rights, and profits from invest- 
ment of the state and enterprises should be spelled out, 
the principle applied of whoever invests makes the 
decisions, and whoever makes the decisions and who- 
ever bears investment risks receives returns. In addition, 
feasibility validation should be improved for all invest- 


ment projects. 


Finally, we want to ze once -_ that the 
orientation of tax and t separation reform is correct 
and should be unrwervingly pursued. However, in view 
of the present reality of national financial receipt and 
payment problems, and enterprise financial receipt and 
payment problems, the promotion of tax and profit 
separation should be a relatively long process, it cannot 
be accomplished in a si move. In carrying it out, 
special attention has to given to the framing of 
associated policies that both protect the national interest 
enabling steady growth of government revenues, and 
that take proper account of the interests of enterprises so 
that they can get through their straitened economic 
circumstances with no great damage to their vitality and 
without impairing their reserve strength for economic 
development. 


Rules of Shareholding System Viewed 
HK2507141290 Beijing JINGJI GUANLI [ECONOMIC 
MANAGEMENT] in Chinese No 5, 1990 pp 22-23, 21 


[Article by Zhou Kunru (0719 0981 1172) and Peng 
Huichun (3403 1920 2504), edited by Shen Zhiyu (3088 
1807 3342): “A Discussion of the General Rules of the 
Shareholding System™} 


[Text] At present, a major reason why the work of 
experimenting with the shareholding system in some 
enterprises in our country is not proceeding too 
smoothly is that, in this work, the general rules of the 
shareholding system have noi been respected. What is 
meant by the general rules of the shareholding system are 
the basic principles which must be observed by different 
forms of shareholding system under different social 
systems and different ownership systems. As to the 
specific contents of these general rules, people do not at 
present have unified ideas. This is mainly because of the 
great diversity of shareholding enterprises abroad. The 
most common forms are limited shareholding compa- 
nies, limited liability companies, unlimited shareholding 
companies, and share partnerships. These do have cer- 
tain points in common, but also have points of differ- 
ence. As the types of share enterprises which people 
examine are different, these stress the points of 
difference, and this has led to di of opinion on 
the specific contents of the general rules. This article will 
attempt, using limited shareholding companies and lim- 
ited liability companies as the major targets of study, to 
discard the points of difference between these forms and 
abstract the common principles they share. On this basis, 
we will attempt a preliminary discussion of the general 
rules of the shareholding system. We believe that there 
are at least five general rules of the shareholding system. 


1. Establishment in Accordance With 
: Legally Stipulated 


The share enterprises in Western countries are all 
approved and ratified by the government of the country 
in which they are jocated in accordance with the stipu- 
lations of their company law. All activities of the enter- 
prise, including the handling of internal and external 
relations and withdrawal or merger, must accord with 
the stipulations of the company law. In different coun- 
tries, there are different stipulations on the | proce- 
dures for establishing a shareholding ent se, but a 
common requirement is that they must be established in 
accordance with legally stipulated procedures. For 
example, the famous U.S. company law expert Professor 
(Harley) (ha li 0761 6849] sums up the legal procedures 
for establishing a limited shareholding system in the 
United States into |5 steps. These include: submitting an 
application to the state legislature or secretary of state 
for approval to establish a company, submitting articles 
of association for the company to the secretary of state or 
relevant local government organization, obtaining the 
approval of the state government or federal government 
for the company to issue shares, purchasing blank share 
certificates which conform to set standards from a legal 
supplies store, and sending by post to the secretary of 
state a series of documents on the organization of the 
company, for the record. These documents incluce the 
names of equity holders, directors and staff members, 
place of registration, letters of appointment of company 
agents, share transfer certificates, and so on. 


Our country does not yet have a company law or similar 
legislation, unified stipulations on the procedures for 
establishing a share company are lacking, and there are 
ho systematic regulations to follow. Thus, grasping the 
formulation of systematic policy laws and regulations 
relevant to the shareholding system is essential for guar- 
antecing the healthy development of the shareholding 
system. 


2. The Entire Assets Are Divided Into Shares 


The entire assets being divided into shares is a basic 
characteristic of shareholding enterprises which distin- 
guishes them from other enterprises. What is meant by 
“shares” are those units into which the entire capital of 
an enterprise is equally divided. Dividing into shares 
means that the enterprise divides its entire capiial into a 
number of shares. The holders of the shares are the 
owners of the enterprise. Stock certificates are the certif- 
icates of ownership of the enterprise. In a limited share- 
holding company, e stock certificate is a share and 
dividing assets into siock involves dividing assets into 
shares. In a limited liability company, the company 
cannot issue shares, and the number of stockholders is 
generally smaller. After they pay their money for shares, 
the company provides them with a stock certificate. 
Although there are differences in the form of the stock- 
holding certificates of limited liability companies and 
those of limited shareholding companies, the two types 
of companies do have common characteristics. They are 
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both omen me ey + both have assets divided 
into shares, both have independent corporate status, the 
responsibilities of the shareholders in respect of the 
liabilities of the company are limited in both cases, and 
shareholders’ liability is restricted to the funds which 
they have invested. 


In the non-public shareholding system being experi- 
mented with in our country, we could draw in these 
common characteristics, but we should not blindly copy 
aspects which differ between the various forms. In this 
respeci, we need to engage in scientific transformation, 
80 that the regulations accord with our country's needs. 
For example, we should allow the staff and workers of 
enterprises to become shareholders in their own enter- 
prises, and perhaps stock certificates could be considered 
internal shares. This type of shareholding system could 
be referred to as an internal shareholding system. 


The rule which requires the entirety of assets to be 
converted into shares not only stresses the share system, 
but also requires that, within the scope of the enterprise's 
property rights, the entirety of shares must be equivalent 
to the entirety of the assets of the enterprise. The entirety 
of assets includes both fixed assets and circulating funds. 
Many articles have already been written on the appraisal 
of fixed assets and their conversion into shares, but 
insufficient attention has been paid to the question of 
circulating funds. There are very great differences in the 
specific situation of the circulating funds of whole- 
people enterprises. Some enterprises have absolutely no 
circulating funds at all, and they rely on bank credit to 
meet their needs. Other enterprises have some of their 
own circulating funds, but also rely on bank credit for 
another portion. Still other enterprises do not require 
bank credit at all and rely on their own circulating funds. 
If this situation is not carefully investigated, it might 
result in the entirety of the assets of some enterprises 
being converted into shares, while in other enterprises, 
only the fixed assets will be converted into shares. How 
are we to rationally handle the circulating funds 
problem? Our idea is that in accordance with the current 
stipulation of banks whereby “credit is given up to twice 
the deposits”, where an enterprise's own circulating 
funds are insufficient to meet one-third of the annual 
average balance of the entirety of circulating funds, we 
should use a figure of one-third of the average annual 
balance of the entire circulating funds and add this to its 
overall assets, and then convert this to shares. Enter- 
prises which have their own circulating funds in excess of 
one-third of the average annual balance of the entirety of 
their circulating funds, should convert the full amount of 
their circulating funds into shares. Written as a formula, 
this is: 


Total value of shares = appraised value of fixed assets + 
at least one-third of the average annual balance of 
circulating funds. 


3. The Nonrefundability of Stocks (Shares) 


After stockholders purchase stocks (shares), the enter- 
prise does not have the obligation to return the amount 
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of capital invested to the stockholders. After stocks 
shares are purchased, the original capital cannot 
refunded. Thus stocks and shares are nonrefundable 
nature. Repayment of funds invested in shares is 
exceptional occurrence. This can happen for example 
when a shareholder sells his stocks or shares to another 
person, or the enterprise is merged and the other enter- 
prise purchases the s'ocks or shares. Redemption of 
shares by a shareholding compan, ‘s another matter. The 
redemption of shares by a shareholding company usually 
results from one of two goals: The first is to reduce the 
expenditure on dividends. If a company issues fixed- 
interest prefereniio! shares, in general they have a 
redemption clause. When the interest rates in the finan- 
cial market drop, the issuing unit usually exercises the 
redemption clause and through issuing new, lower 
interest preferential shares, it redeems the originally 
issued preferential shares. Thereby, it economizes on 
dividend expenditure. The second is to reduce the cap- 
ital of the company. Different countries have different 
stipulations on the question of the redemption of shares. 
For example, the legal stipulations in Italy and Belgium 
prohibit a company from buying back issued shares, 
except to reduce the capital of a company. Britain and 
France, in principle, prohibit a company from buying 
back shares already issued ut preferential shares are 
not subject to this restriction. U.S. law stipulates that 
companies can buy back ordinary shares, but that stored 
shares do not enjoy the right to dividends or voting 
rights. 


In our country, some share enterprises have imple- 
mented the system of repayment of capital when shares 
mature. This way of doing things actually turns stocks 
into bonds and confuses the distinction between shares 
being nonrefundable and bonds being refundable. We 
should thus refer to all refundable “shares” as bonds. At 
the same time, we should change the nonfixed, exces- 
sively high interest rates into fixed, rational interest 
rates. Further, for these bonds there should be no distri- 
bution of bonuses beyond interest, so as to restore their 
actual characteristics as bonds, and ensure that the 
original meaning of shares remains distinct. 
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4. The Same Shares Enjoy the Same Benefits and Bear 
the Same Risks 


In limited share companies, the same number of the 
same type of shares have the right to enjoy the same 
earnings and the same management rights and must bear 
the same risk. Different types of shares have different 
earning rights and management rights and bear different 
risks. The distinction between ordinary shares and pref- 
erential shares is the standard differentiation between 
the size of risks borne and the rights and interests 
enjoyed. The rights and interests enjoyed are in direct 
relation to the risks borne by the different types of 
shares. Ordinary shares bear great risk and also enjoy 
large earnings and management rights. The preferential 
shares bear little risk but their earnings and management 
rights are small. In limited liability companies, the 
shares are all of the same types and shareholders enjoy 











M ECONOMIC 


different earning rights and management rights and bear 
different risks only on the basis of differences in the 
number of shares held. Regardless of whether we speak 
of shares or stocks, both fully manifest the pattern of the 
same shares enjoying the same benefits and bearing the 
same risks, while different types of shares enjoy different 
benefits and bear different risks. 


This rule stresses two aspects: The first is that the same 
shares enjoy the same benefits and the second is that the 
same shares bear the same risks. In the enterprises which 
have trial-implemented the shareholding system in our 
country, there exist quite great disparities in these two 
aspects. Seen in terms of the principle of the same shares 
enjoying the same benefits, in these enterprises, the 
shares held by individuals enjoy large benefits, while 
state-owned shares enjoy little or no benefit. Seen from 
the principle of the same shares bearing the same risks, 
in the majority of enterprises, the practice of guaran- 
teeing the capital, the interest, and the bonuses of 
individual shares exists in many enterprises. This is 
divorced from the operational situation of the enterprise 
and the earnings are guaranteed regardless of operations. 
Thus, there is no risk to speak of. In some shareholding 
enterprises, the state shares do not enjoy shareholder 
benefits and also do not bear risks. They are completely 
outside the shareholding system. At present, the state- 
owned shares are just empty ownership rights and they 
do not really safeguard the rights and interests of the 
state as a shareholder. The shares held by individuals 
have squeezed out the state shares in the distribution of 
benefits, meaning that in such distribution of benefits, 
the scales are tipped greatly to where the individuals 
enjoy much greater dividends and bonuses. The state 
should set down clear regulations implementing the rule 
whereby the same shares enjoy the same benefits and 
share the same risks, so as to rectify the situation where, 
in the distribution of earnings, the individual is stressed 
and the state neglected, which gives rise to short-term 
activities of looking lightly on accumulation, while 
stressing consumption. 


5. The Values of Stocks (Shares) Float 


The ordinary shares and preferential shares issued by 
limited shareholding companies can be freely traded in 
stock exchanges. The floating nature of the share value 
will be reflected in the floating of prices in the stock 
exchange. Limited liability companies do not issue 
shares to the society, and their stock certificates cannot 
be freely bought and sold in the market. 


Thus, the question of a rise or fall in the prices of the 
stock certificates does not exist. However, we cannot on 
this basis come to the conclusion that the stocks of 
limited liability companies do not accord with ihe pat- 
tern of shares having a floating value. Essentially, as the 
entirety of the capital of a limited liability company has 
been turned into stocks, and because in years when 
profits are made, the limited liability company will 
retain a certain proportion of the profits as public 
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accumulation funds so as to expand the amount of its 
capital, the amount of company capital represented by 
each share will be greater than the amount shown on the 
stock certificate. In years when losses are incurred, the 
entirety of the funds of the enterprises are relatively 
reduced, and the amount of capital represented by each 
share is accordingly reduced. In addition, when a limited 
liability company is merged with another enterprise, the 
superior enterprise uses funds to purchase the stock 
certificates, or exchanges its own shares for the stock 
certificates. At such a time, the stock certificates of the 
merged limited liability enterprises will have a trading 
price. The trading price at such a time will generally not 
be the same as the original amount of funds indicated on 
the certificate. The above several situations show that 
the value of limited liability company stocks is not fixed 
and unchanging. Rather, these too follow the pattern of 
floating value. 


In the current situation where our country does not have 
a stock market, it is only possible to trial-implement the 
shareholding system in a way whereby it is temporarily 
limited to the non-public issue of shares. How can these 
internal shares issued by the shareholding companies 
manifest the requirement that the price of shares should 
float? Comrade Jiang Yiwei, in his article “On the 
Shareholding System", proposed that an enterprise when 
making profits should, in accordance with the stipula- 
tions of its articles of association, retain a certain pro- 
portion of its profits as public accumulation funds. The 
retention of the public accumulation funds will mean 
that the capital of the enterprise will rise in value and the 
shares should also rise in value. If losses are incurred, the 
shares should drop in value. Thus, the enterprises could 
implement the method of “yearend final accounting of 
value” and after the company has done its yearend 
accounting, the actual value of the shares for that year 
can be made known. We believe that this method has 
three advantages: The first is that it will strengthen the 
concern of the shareholding staff and workers for the 
operational situation of the enterprise and the loss or 
increase in capital. Second, shareholders will be willing 
to have low dividends as the funds can then be used to 
expand public accumulation and develop production 
Third, it clarifies ownership of public accumulation 
funds and will not lead to further situations of ownership 
over assets being unclear. 
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[Text] Fellow delegates: 


On behalf of the provincial people's government, | am 
submitting to you for examination and approval Hebei 
Province’s 1989 final accounts and 1990 draft budget. 


I. The 1989 Final Accounts 


In 1989, Hebei Province implemented diligently the 
general policy of rectification and improvement and 
thorough reform, acted in the spirit of the Second 
Session of the Provincial Seventh People's Congress, 
surmounted difficulties, overcame obstructions, and 
worked very hard to produce new results in our eco- 
nomic endeavors. The scope of capital construction and 
the magnitude of price increase have basically been put 
under control. The supply-demand conflict was eased, 
and despite localized natural disasters, grain output set a 
historic record and industrial production sustained rea- 
sonable growth. There was ample supply of goods in the 
market in the urban and rural areas. Besides accom- 
plishing all these, the province also managed successfully 
to meet its budget. We overfulfilled the revenue portion 
of the budget and also increased spending in key areas. 
We supported the development of economic construc- 
tions and various undertakings and facilitated the 
smooth progress of rectification and improvement and 
thorough reform. 


The Second Session of the Provincial Seventh People's 
Congress approved a 1989 budget of 6.806 billion yuan 
in revenues. During fiscal year, because the state 
approved an agricultural tax reduction and exemption in 
view of the natural disasters, devolved some central-level 
enterprises to the province-level, and designated the 
power plant construction fund and grain allocation and 
operation fund as special income, the year-end adjusted 
revenue came to 6.959 billion yuan. This change has 
already been reported to the Standing Committee of the 
Provincial People’s Congress. The present recapitulation 
of the final accounts of the 1989 budget shows an income 
of 7.613 billion yuan, fulfilling 109.4 percent of the 
budget, an increase of 17.5 percent over than the pre- 
vious year’s incom: The major sources of revenue are: 
1) Industrial and commercial tax generated 6.561 billion 
yuan, 105.7 percent of the budgeted amount and 17.6 
percent more than in the previous year. This increase in 
revenue was due mainly to production increase and 
better tax collection and management procedure; new 
tax categories also generated some revenues. 2) Enter- 
prises incurred 171.25 million yuan in losses, 127.08 
million yuan more than budgeted. Unlike the year 
before, enterprises were losing money instead of deliv- 
ering profit. Specifically, industrial enterprises generated 
718.86 million yuan in income, an increase of 4.4 
percent; commerical enterprises showed a loss of 88.72 
million yuan, an increase of 36.9 percent; grain enter- 
prises showed a loss of 256.02 million yuan, an increase 
of 74.0 percent. The commercial and grain enterprises’ 
losses were due mainly to increased expenses. 3) Agri- 
cultural tax generated 216.48 million yuan in revenue, 
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104.3 percent of the budgeted amount. Farmland occu- 
pation tax generated 89.38 million yuan, which came to 
only 60.7 percent of the budget. The main reason was 
that less land was actually approved for use than 
planned. Farming, forestry, and special product taxes 
generated 46.30 million yuan, fulfilling 84.9 percent of 
the budget. Natural disasters in some areas reduced the 
income somewhat. 4) The energy, communications, and 
key construction fund generated 184.66 million yuan. 
and the state's budget regulation fund generated another 
197.95 million yuan, both came close to the amount 
budgeted. 5) Other income came to 193.92 million yuan, 
153.66 million more than budgeted. This revenue came 
mainly from fines and confiscations sorted out and 
collected in connection with the rectification and 
improvement movement. 


In addition, Hebei Province sold 1.05 billion yuan of 
assorted bonds in 1989, fulfilling 102.2 percent of its 


state-assigned responsibility. 


A part of Hebei Province’s above-quota revenue in 1989 
was due to the state's policies. The budget regulation 
fund which the state began to collect last year, the urban 
and rural land-use tax, and the stamp tax all added to the 
province's income. Discounting the policy-induced mar- 
ginal income and normal income actually increased 9.9 
percent, which is compatible with the province's eco- 
nomic growth rate. 


The Second Session of the Provincial Seventh People's 
Congress approved a spending level of 5.744 billion yuan 
for 1989. During implementation, because the central 
authorities added some special funds retroactively, 
because we used the fund balance from the previous year 
and carried over some special funds, and because of last 
year's surplus, the year-end adjusted expenditure came 
to 8.856 billion yuan, anc we have already reported this 
change to the Standing Committee of the Provincial 
People’s Congress. A recapitulation of the final accounts 
shows the total expenditure to be 7.730 billion yuan, 
which came to 87.3 percent of the adjusted budget, ! 4.5 
percent more than the previous year. The major expense 
items are: 1) Capital construction expenditure cam to 
351.17 million yuan, 93.4 percent of the bucgeted 
amount and 11.8 percent less than the previous year's 
amount. 2) Enterprise renovation and upgrading 
expenses came to 112.92 million yuan, fulfilling 77 
percent of the budget and spending 34.5 percent less than 
in the previous year. The cutback in these two areas was 
in response to the state's urge, which led to a budget-cut 
early in the year. Of the two, spending on enterprise 
renovation and upgrading fell short of the budget by a 
wider margin. This was mainly because the central 
govenment was slow in allocating funds. 3) The three 
categories of scientific and technological expenses and 
science and technology undertaking expenditure came to 
109.13 million yuan, completing 83.9 percent of the 
budget and spending |.3 percent more compared to the 
previous year. 4) Aid for rural production and farming, 
forestry, and water conservancy undertaking expenses 
came to 622.40 million yuan, fulfilling 76.4 percent of 
the budget and spending 22.3 percent more than the 
previous ycar. Specifically, we spent 354.32 million yuan 
to aid rural productions, 46.1 percent more than in the 
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previous year, 5) Cultural, educational, public health 
undertaking expenses came to 2.180 billion yuan, ful- 
filling 96.9 percent of the budget and — 13.8 
percent more than in the previous year. ifically, 
educational expenses came to 1.319 billion yuan, 13.5 
percent more than in the previous year. 6) Administra- 
tive and management expenses (including public secu- 
rity, procuratorial, and judicial expenses) came to 1.175 
billion yuan, fulfilling 95.1 percent of the budget and 
spending 18.9 percent more than in the previous year. 
The increase was due mainly to a larger staff, higher 
wages, and some new and essential facilities for the 
public security, procuratorial, and judicial systems. 7) 
Price subsidies came to 1.399 billion yuan, fulfilling 84.8 
percent of the budget and spending 10.3 percent more 
than in the previous year. 


According to the financial system of “progressive reve- 
nue-remittance contract" which the state has installed in 
Hebei Province, the current year's income minus the 
portion remitted io the central authorities plus the 
central government's special fund and grant-in-aid plus 
the previous year's closing, balance, and transfer-in 
funds equal the province's available financial resource, 
which came to 8.912 billion yuan in 1989. The year's 
actual expenditure was 7.730 billion yuan, and as urged 
by the state, a village finance working fund of 29.06 
million yuan was set up, and the balance of special funds 
carried forward to next year came to |.337 billion yuan, 
with a deficit of 183.98 million yuan (including 99.47 
million in deficits ran up by the prefectures and cities.) 
which was 24.31 million yuan less than budgeted. 


The second session of the seventh provincial People’s 
Congress approved a budget with revenue of 201.58 
million yuan and expenditure of 1.566 billion yuan at the 
province-level. The year-end adjusted income was 
383.21 million yuan and adjusted spending was 2.895 
billion yuan. These changes at the province-level have 
also been reported to the Standing Committee of the 
Provincial People’s Congress. Last year’s actual prov- 
ince-level income was 443 million yuan (including a 
special income of 130 million generated by the power 
plant construction fund), accounting for 115.6 percent of 
the entire budget, an increase of 26.3 percent over the 
previous year's income. Of this amount, 504.80 million 
yuan came from industrial and commercial tax, fulfilling 
99.3 percent of the budget. The shortfall was due mainly 
to the decline in the assessed amount of crude salt tax 
and reduced salt tax revenue. Enterprises showed a loss 
of 632.29 million yuan, 4.6 percent less than budgeted, 
but because most of the losses were due to grain sales and 
the state's foreign trade policy, loss subsidies increased 
by 47.6 percent compared to the previous year. The 
energy, communications, and key construction fund gen- 
erated 184.66 million yuan, and the newly imposed 
budget regulation fund generated 197.95 million yu un. 
The actual province-level expenditure came to 2.4539 
billion yuan, accounting for 80.8 percent of the entire 
budget, 11.6 percent more than the previous year's 
spending. The main expense items are: Capital construc- 
tion expenditure came to 335.39 million yuan, fulfilling 
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97.3 percent of the budget, 9.5 percent less than in the 
previous year. The three categories of scientific and 
technological expenses and spending on science and 
technology undertakings came to 50.59 million yuan, 
fulfilling 78.6 percent of the budget and spending 0.4 
percent more than in the previous year. Aid for rural 
production and farming, forestry, and water conservancy 
expenditure came to 81.07 million yuan, 65.1 comple- 
tion of the budget. This was due mainly to the delay in 
getting the special funds from the central authorities, 
which slowed the budget completion rate. In addition, 
some special funds were allocated to the prefectures and 
cities and were accounted for by the lower levels at 
year-end, which understated the actual amount of agri- 
cultural support at the province-level. Cultural, educa- 
tional, and public health expenditures came to 268.09 
million yuan, 94.7 percent of the budgeted amount, 7.0 
percent more than in the previous year. Specifically, 
educational expenses came to 143.11 million yuan, an 
increase of 11 percent over the previous year's spending. 
Administration and management expenses (including 
public security, procuratorial, and judicial expenses) 
came to 102.12 million yuan, 86 percent of the budgeted 
amount, 19.9 percent more than in the previous year. 
Price subsidies came to 1.065 billion yuan, fulfilling 82 2 
percent of the budget and spending 10.3 percent more 
than in the previous year. 


The 1989 income at the province-level plus 2.904 billion 
yuan turned over by the prefectures and cities and | .035 
billion yuan in central government's special funds and 
grants plus a balance of 610.22 million yuan carried over 
from the previous year minus 1.749 billion yuan 
remitted to the central authorities and 205.60 million 
yuan in subsidies for the localities bring the available 
financial resource at the province-level to 2.937 billion 
yuan. The year’s expenditure was 2.339 billion yuan, 
with a balance of 682.56 million to be carried forward to 
next year. Offsetting revenue and expenditure, the year’s 
deficit was 84.50 million yuan, 40.50 million yuan less 


than budgeted. 


Hebei's financial and economic tasks survived a tough 
year last year. Early in the year, revenue and expenditure 
were budgeted tightly, and during implementation, we 
encountered a shortage of funds, energy, and raw mate- 
rials. Industrial production slipped temporarily. The 
political upheaval in later spring and early summer, the 
fairly serious natural disasters in some areas early and 
late in the year, the market slump in the last months of 
the year, the drop in enterprise profit and other unfavor- 
able factors had an adverse effect on the budget. In view 
of this grim situation and in an effort to meet the budget, 
led by the provincial party committee and provincial 
government, every level of government and every 
department acted diligently in the spirit of the Fourth 
and Fifth Plenary Sessions of the 13th CPC Central 
Committee and the Second Session of the Seventh Pro- 
vincial People’s Congress and worked very hard in 
several areas: 
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1. We implemented the general policy of rectification 
and improvement and strived to increase the financial 
ministry's macroeconomic control capacity. Last year, in 
compliance with the demands of rectification and 
improvement, the province as well as the localities 
adopted some measures to centralize funds and increase 
revenue For example, we adjusted and raised the remit- 
tance bases of some industries and enterprises where the 
bases had been too low, we took over the portion of 
enterprise income generated by an excess increase in 
prices, set up a new budget regulation fund, imposed : 
surcharge on commodities under special control, and 
consolidated the tax exemption and reduction practices. 
Those measures played a positive role in balancing the 
budget, reducing the deficit, and enhancing the financial 
minis'ry's macroeconomic contro! capability. We took a 
step further to strengthen management of the extra- 
budert funds, tightened control over the use of those 
fur ds on capital contruction and non-individual as well 
as individual consumptions, improved the method of 
setting up a special s» vings account for the administra- 
live and institutiona’ units’ extra-budget funds, actively 
guided the direction of enterprises’ extra-budget funds, 
—* paved a positive role in promoting the proper use of 
t 


2. We implemented thorough enterprise reform, 
strengthened management and administration, and facil- 
itated the increase in production and income. Last year, 
every level of government and every department had a 
better grasp of the concept of relying on reform to 
promote developmcunt and better management to 
increase profit. With respect ot reform, we 
supplemented and perfected the contract system. imple- 
mented the risk collateral fund system in more than 
1,500 contractor-enterprises, and started the practice of 
linking the total wage bill to economic efficiency in 84 
percent of the industrial enterprises, further improving 
the enterprise contract management responsibility 
system With respect to strengthening enterprise man- 
agement and administration, we with the basic 
tasks and perfected the systems, refined the methods, 
broadly promoted activities that helped enterprises 
reach higher and higher goals, reviewed and popularized 
some ecxamplary experiences, vigorously promoted 
modern management methods. and helped raised enter- 
prise management standards. Meanwhile, to pinpoint 
the problems facing enterpr os, governments at all levels 
gathered a group of cadres and and sent them deep into 
the grass-roots level to help solve real problems, and we 
treed in every possible way to stabilize enterprise pro- 
duction and even implemented a biased policy favoring 
the mayor profit tax-gencrating households and key 
enterprises with respect to funds, energy resources, and 
raw materials and so on. All these had a positive effect 
on increasing production, efficiency, and revenue. In 
1989. the province's budgeted industrial enterprises pro- 
duced 19.79 billion yuan's worth of goods, 5.0 percent 
more than in the previous year. they generated 4 46 
billion yuan in profit taxes |.4 percent more than in the 
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previous year, and they delivered 2.45 billion yuan in 
profit taxes to the higher authorities, 9 2 percent more 
than in the previous year 


1, We at hened tar collection and management and 
strived to plug loopholes and increase revenue Govern- 
ments and finance departments at all levels acted di, 

tly in the spirit of the instruction handed down by the 

te Counc! on doing a better job with tax collection, 
held steadfast to the law when collecting taxes, and 
strengthened tax collection and management. We 
adopted several methods to increase taxation propa. 
ganda, further improved the collection and management 
system, and promoted the specialized collection, man- 
agement, audit responsibility systems We tightened con- 
trol over the sources of tax revenue, consolidated and 
centralized the collection of individual tax, and strengt) - 
ened the collection and management of personal income 
regulation tax. We targeted and cracked down on tax 
fraud and tax evasion. More than 2,500 cases were 
processed and nearly 20 million yuan in back taxes were 
recovered. We manned the auditing teams with more 
than 1,400 people and set up more t 200 tax exams 
nation stations in the train stations, docks and other 
places in the cities and counties to help plug tax loop- 
holes. In addition, as urged by the higher authorities, tax 
organs at below province-level implemented a vertical 
management system. All these measures helped further 
strengthen taxation work and made possible a steady 
increase in tax revenues. Province-wide, revenue from 
industrial and commercial tax increased |7.6 percent 
compared to the previous year. Of that amoun, indi- 
vidual tax revenue increased 40 percent and personal 
income , cgulation tax increased 8-fold 


4. We tightened control over spending and strengthened 
fund management. Last year, governments and finance 
departments at all levels took active steps to adjust the 
mix of spending and raised funds from many sources. 
and while personne! and essential office expend. 
tures were guaranteed, fixed asset investments were cut 
back, and every effort was made to squeeze extra funds 
to enable us to spend more on agriculture, education. 
and science and technology Province-wide, the 1989 
budgeted capital construction expenditure was reduced 
by 11.8 percent compared to the year before, enterprise 
renovation and upgrading expense fell by 34.5 percent, 
spending to aid rural production increased 46.| percent, 
educational spending increased 13.5 perceni, and 
spending on scientific undertakings increased 3.0 per- 
cent. Meanwhile to give full play to fund-use efficiency. 
departments at all levels further improved the systems. 
refined the methods, and strengthened management 
They supported and promoted the development of agn- 
culture, education, science and other undertakings. Last 
year, province-wide, we drilled or repaird 62,000 motor. 
pumped wells, completed more than 2,400 project to 
provide drinking water for human and animal consump- 
tion, planted 216,000 hectares of forests, improved 
28,000 hectares of grassland, and upgraded 115,000 
hectares of medium- to low-yield farmland, all with 
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government and governments at all levels cracked down 
on individuals who owed the government money, 
tracked down the ex funds, collected fines 
from couples who had more than their quota of children, 
and sorted out the many administrative fees and charges. 
Meanwhile, in compliance with the State Council's cen- 
tral plan, we launched an annual, full-scale examination 
of taxes, finance, and prices. Besides mobilizing every- 


the end of 
January of this year, the self. ion and major 
inspections have uncovered 617 million yuan's worth of 
assorted violetions, 389 million yuan is due the Trea- 
sury, and 326 million yuan has been paid so far. We also 
dealt with a number of serious, typical cases These 
efforts were coordinated with the rectification and 
improvement movement, they helped increase the gov- 
ernment's revenue and enforce financial discipline. 


Aithough Hebei Province was successful at its financial 
tasks in 1989, the 


serious, construction funds were scarce, every level, 
especially the county level, had its share of difficulties. In 
1989, another 66 counties showed deficits totalling 88.1 | 
million yuan. Some localities and units have not 
my nytt ge py tet Qe 
yp fh Badd Die bk oy 
the number Ss signi ly, more 
and more, public finance has become a “guzzler.” Enter- 
prises continue to waste matenals and maintain ‘ow 
economic efficiency, limiting the increase in ‘he govern- 
ment's revenue. In addition, tax evasion and tax fraud, 
unlawful profit retention, diversion of funds and other 
violations of financial and economic laws are rampant. 
Targeting the above problems, we have adopted certain 
measures, and they have effective, but we are far 
from solving all the problems. We must carefully review 
our experiences, study various measures, continue to 
work hard, and take a further step to solve the financial 
and economic problems. 


Il. Draft of the 1990 Budget 


In the spirit of the Fifth and Sixth Plenary Sessions of the 
13th CPC Central Committee, and taking into consider- 
ation the province's financial and economic reality, 
Hebei Province has drawn up its 1990 budget based on 
the principle of further implementing the general policy 
of rectification and improvement and reform 


and following through with the tight financial policy. We 
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want to increase Oulpul. improve economic efficiency, 
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construction fund should generate 183 million yuan and 


The province's 1990 budgeted income less 
1,912,650,000 yuan to be remitted to the central puthor- 
ities (this includes 1.733 billion yuan in remittance 
required by the system, special remittance of 80 millon 
yuan in cigarette and liquor taxes, and supplemental 
remittance of 100 million yuan for the state's centralized 
fund) plus 701.06 million yuan in grants settled by the 
central authorities and | 337 billion yuan in balance of 
special funds carried over. and upon remedying last 
year's deficit, the province's available financial resources 
equal 8.086 billion yuan. A recapitulation of the prov- 
ince's budgeted expenditure comes to 8.324 billion yuan. 
and the balance of revenue and expenditure shows a 
deficit of 238.7C million yuan. Specifically, the current 
year’s budgeted expenditure comes to 6.953 billion yuan. 
an increase of 6.1 percent over last year's. The major 
expense items are: Capital construction expenses, 252.6! 
million yuan, 0.9 percent less than last year's, enterprise 
renovation and improvement expenditure, 103.19 mil- 
lion yuan, 2.5 percent less than last year's; the three 
categories of scientific and technologgical expenses and 
science and technology undertaking expenses, 110.09 
million yuan, an increas of 10.2 percent over last year, 
aid for rural production and farming, forestry. and water 
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an inerease of 11.1 percent over last year, cultural 
educational, and public health 2.191 bilhon 
yuan, 8.1 percent more than last year, including |. 360 
billion yuan for educational 9.3 percent 
more than last year. pension f, the and fam. 


lves of the deceased and so-.al welfare spending, 226.09 
milhon yuna, 10 | percent more than pe 
istration and management expenses (including public 
security, procurstorial, and judicial spending), 1.11! 
billion yuan, 56 percent more than last 
subsidy expenses 40.68 million yuan, 2.6 
than last year's, total reserve, 137,03 million yuan, or 2 
percent of the total budgeted expenditure. 


The 1990 province-level budgeted items are as follows 
Budgeted income, 433.79 million yuan, 2.1 t 
lower than last year's actual income This incl $00 
million yuan in industrial and commercial tax revenue, | 
percent less than last year's, mainly because we take into 
account a further decline in the assessment of crude salt 
‘ax, lower interest the banks on loans, and lower 
salt and business taxes; $65.90 million yuan loss 
incurred by enterprises, 10.5 percent less than last year's. 
mainly because after the adjustment of the foreign 
cxchange rate, foreign trade loss subsidies is expected to 
decrease. 183 millon yuan generated 

communications, and key construction 


tate, 130 million yt | - fund income The 
above province-level income plus 452.46 mil- 
von yuan im the central authorities’ grant settiemen 
682.56 million yuan in special fund balance 
‘orward from last year, 3. = 
1.913 bi 


remitted to the central authorities and 205. 
suan in fixed allowance for the localities. 
making up for last year's deficit, the a 
resource at the province-level is 2.451 
province has a total expend: 
billion yuan for 1990, with a deficit of 98 milli 
This includes 1.866 billion yuan in current 
expenses, 6.5 percent more than last year’s. The major 


rf 
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millon yuan for educational undertakings, | | 
more than last year's funding, administration and man- 
agement expenses (including public security. procurato- 
rial, and judicial expenses.) 67.16 million yuan, 11.9 


percent imerease over last year, price subsidy, 510.93 
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million yuan, 3.1 percent less than last year, reserve 
fund, 50 million yuan, or 2.7 percent of the budget. 


The follow.ng points about the 1990 budget should be 
clarified 


|. On the magnitude of increase —— In 
1990, income is expected to increase 6.2 percent. This is 
in accordance with the tasks assigned to Hebei by the 
CPC Central Committee and the norm of the province's 
economic plan for the year. This year, there are many 
unstable factors and some new revenue-reducing ele- 
ments in the economy, including higher purchase price 
of grain and oi! and higher railway transport price. 
Revenue-gathering will be facing many difficulties To 
ensure reasonable increase in revenue, the provincial 
government has formulated some revenue-enhancing 
measures, such as perfecting and stabilizing the enter- 
prise contract system, adjusting and reducing joss subsi- 
dies for foreign trade enterprises, and improving the way 
personal income regulation tax is collected The above- 
described revenue-enhancing and revenue-reducing ele- 
ments have been taken into consideration when shaping 
the budget. therefore, on the whole. this year's budgeted 
income is compatible with the province's economic 
development plan and is a positive budget 


2. On budgeting the major expense items: The CPC 
Central Committee has asked that during the pernod of 


guarantee some projects while cutting back on others. 
According to this general principle, we reduced spending 
on capital constructions, enterprise renovation and 
upgrading. urban preservation. and some price subsidies 
and so on in the budget. On the other hand, in order to 
increase effective supply and add staying power to eco- 
nomic development. we have arranged for moderate 
increases in spending on agriculture, education, science 
and other key areas. and spending on aid 

production and funding for tonal and scientific 
undertakings have incrcased faster than the normal 
increase in income and expenditure Under these diffi- 


development of Heber's agricultural. educational. and 
screntific undertakings 


3. On stabilizing the people's lives and raising their 
living standard The state has stipulated an adjustment 
of the workers’ wages and an increase in the retirees’ 
living expense allowance beginning on the fourth quarter 
of last year This measure has already been pul into 
effect. This year’s budget takes into account the added 
expense incurred in adjusting the wages of workers in the 
administrative and institutional units The issue of wage- 
adjustment for workers in state-run enterprises will be 
resolved by linking the total wage bill to economic 
efficiency. Enterprises that incur loss or earn low profit 
because of state plan have also been taken care of in the 





meat vegetable, coal, soap and other necessities. 
hous thens items will add to the total expenditure, 
n to stabilize the overall 


deficit: To achieve sustained, steady, 
and smooth economic development, we must establish 
idea of a balanced budget and recognize the dangers 
fiscal deficits, and in practice, we must sirive to 
But the financial difficulties Hebie 
have accumulated over several years 
and be t. The financial situation 
this is especially grim. to many factors, it will 
be to increase revenue this year Meanwhile the 
larger staff size and certain policy-oriented factors have 
7 = $00 million yuan. Effort to 
resources at the central level has 
added another 100 million yuan to Hebei Province’s 
total remittance, and adding the effects of the deficits in 
the previous two years, it be very difficult to balance 
the 1990 budget. After adopting some revenue- 
enhancing measures, there is still a revenue shortfall, and 
we are forced to accept a deficit in our budget To reduce 
the ive effects of the deficit, when we implemen: 
the , we must gather and distribute funds carefully 
and properly to ensure that the spending plans are 
out. On the other hand, we must actively raise 
and tighten control over spending and strive to 
reduce the year-end deficit figure. 


. Seek of Enthusiasm, Strive 
To Meet Province's oe Bedeet 
Our economic tasks will be very difficult in 1990. The 
financial situation is very grim. In order to complete the 
year's financial tasks, governments and departments at 
all levels must act diligently in the spirit of the Fifth and 
Plenary Session of the 13th CPC Central Com. 
and the Third Session of the Seventh National 
People’s Congress as well as the Eighth and Ninth 
the Full Session of the Third 
ommittee, seek unity of thinking, face 
the problems squarely, move forward despite hardship. 
seck out and make full use of the positive clements. 
muster enthusiasm, establish confidence, go all out. and 


1. We should take the “double increase, double ccon- 
omy” movement further and strive to deepen enterprise 
reform and ensure steady revenue increase There arc 
many unstable clements in the economy this year If we 
are to survive our financial difficulties, we must vigor- 
Se eee eee 
thrift. increase income and reduce spending. deepen the 
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reform, and strive to increase enterprises’ economic 
efficiency. For this reason, we must give priority to 
py eg efficiency this year and try to do 
our very . We must improve our workstyle, go deep 
into the grass-roots level, rely on and mobilize the 
masses, study and formulate practical and effective 
measures, and implement those measures out diligently 
We must take advantage of this period of odjustment to 
readjust the industrial structure and product-mia and 


improve structural efficiency We must coterprises 
improve and perfect the way set t standards, 
measurements, quotas and other parameters and 


sirengthen management internally We should continue 
to promote various advanced management methods 
raise the management standards, implement comprehen. 
system, promote economizing and prac- 
tice thrift, strive to achieve the goal of reducing raw 
material consumption by | percent and lowering enter. 
pise management cost by 10 percent. We must continue 
to help enterprises sort out their “triangle of debts” to 
ease the fund shortage problem We should continue to 
enterprises in terms of 


4 
2 
4 
5 


percent, grain enterprise loss by |! percent. and keep 
other enterprise losses to below last year's level 
Adhering to the principle of stabilizing the policies 
promoting what is beneficial and eliminate what is 
harmful, providing different types of guidance, and 
contributing more to society, we want to reinforce and 
perfect the enterprise contract management responsi- 
bility system Enterprises that will continue their man- 


incremental percentage will be determined and a new 
contract will be drawn up. The terms of the contract 
should be refined, the contract quota and verification 
and supervision systems should be improved All con- 
tracting enterprises must take oul a percentage of their 
retained profit to set up a risk fund. Qualified enterprises 
should experiment with the collateralized msk contract 
system to enhance their ability to take care of their own 
profits and losses.) We must strengthen management of 
the state-owned assets to preserve their integrity and 
ensure their appreciation in value. We should continuc 
to improve the method of linking the total wage bil! to 
economic efficiency and balance the interests of the 
State, enterprises, and workers. We should facilitate 
steady revenue increase and enhance enterprises staying 
power through better management and thorough reform 


2. We must do a good job with tax collection and go all 
out to boost revenue Governments and tax departments 
at all levels must continue to act in the spirit of the 
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ey document on doing a better job with tax 
ion issued by the State Council last year, 
should focus on collecting and managing taxes and 

oul to boost revenue. ile concentrating on the 
enterprise units and major revenue sources, we 

also enforce the tax law in the collective-owned and 
private enterprises and individual industrial and com- 
mercial households) We must vigorously encourge the 


individual industrial and commercial and 
private enterprises to set up = = ane 
systems, and we should formulate 


rate tax collection and management methods sthods for indi. 
vidual industries and businesses and the prviate 
economy, and differentiate them by ti ade, to control the 
revenue sources. Beginning this year, we will implement 
a sive system of using tax forms to report 
individual income regulation taxes due as a way to 
improve the collection and Papa of —— 
income regulation taxes and to increase governmen 
revenue and reduce the unfnir distribution in society. —R 
must focus diligently on the collection and management 
of farming, forestry, and special product tax, farmland 
occupation tax, the energy. communications, and key 
construction fund, and the budget tion fund and 
strive to fulfill this year’s reven ion tasks. We 
must continue to improve the collection and 
ment system, promote the separation of tax collection, 
t, and audit as the principle feature of the 
restructuring of the tax collection and management 
system, and gradually set up a tight, scientific system in 
which enforcement of the law to collect taxes and the 
supervision and examination process can constrain each 
other and promote cach other. We must continue to sort 
out and consolidate the tax reduction and exemption 
practices to prevent reckless and improper reductions 
and exemptions We should target the serious problem of 
people defaulting on their tax payments, sort things out, 
and collect payment promptly We must crack down on 
tax fraud. tax evasion, refusal to pay taxes, physical 
attack of tax collectors and other crimes, we must 
enforce tax law and discipline. We should continue to 
implement and perfect the reward and penalty-based tax 
responsibility system to mobilize the enthusiasm of tax 
departments ai all levels) Meanwhile, we should devote 
major efforts to strengthen ideological and political work 
to educate the masses of tax collectors to act according to 
the law, to be honest and law-abiding, and to collect 
taxes in a civilized way 


3. We will implement a tight policy and tightly control 
our public spending. Urged by the Central Committee to 
“tighten our belts for a few years.” governments and 
departments at all ‘evels must reduce spending and be 
hardworking and thrifty in everything they do, and take 
a stand against, and try to rectify, unhealthy Practices 
which are wasteful and —— oe This is necessary in 
order to survive the present financial difficulties, but 


more important, it 1s the way to uphold and amplify our 
fine tradition and workstyle of self-reliance, arduous 
struggle. and close association with the masses. This 
year, except for guarantecing the workers’ wages, some 


ECONOMIC 4 


essential public spendings, and moderate increase in 
investment in agriculture, education, science and other 
key areas, all other spendings will be cut back We must 
comply with the "Budge, — N Regulation” rat. 
ified by the Pronvicial People's Congress) When the 
eS Hae Se ae Ge we Sh > ee © 
them and over the budget. No locality, 
) — ty pte AA income and 
nereae spending on ih own We must strengthen and 

management All administrative and 
— units are under “dual-contract for their 
sizes and funds.” We must make possible the gradual 
installation of the method of making every level super- 
vise the administrative outlay of the level below and 


We should continue to implement the conference ticket 
sae > cane the cost of holding conferences. We 
further curtail the purchasing power of nonindi- 


aged closely. Less funds can be allocated to the profit. 
oriented institutional units, depending on how much 
money they are making. We should weed out and con- 
solidate the many societies, associations, centers and 
other social as well as newspapera and periodicals 
and abolish or reduce their subsidies Mean. 
while, we should strengthen the management of various 
special public funds and implement comprehensively a 
special fund use-responsibility system and a track. 
and-review system to improve efficiency in fund-use 


4. We should rectify taxation order and manage and 
supervise taxation closely. In recent years, because mac- 
roeconomic management has been lax, there 1s confusion 
in the economic domain This is manifested in the realm 
of public finance as rampant violation of financial and 
economic discipline Governments at all levels have 
already noticed and have worked hard to deal with the 
situation. But during rectification and improvement, 
restoring order in public finance and taxation will 
remain an arduous task We must act in the spirit of the 
CPC Central Committee and diligently restore taxation 
order and strenghten financial management and super. 
vision. We should continue to make the annual, major 
examination of taxes, public finance, and product prices 
a success, find the “small gold mines” and seck out 
individuals who owe public funds. investigate and deal 
with discipline violations. perfect the system. and plug 
loopholes. We should sort out and consolidate standards 
for fees, subsidies, and allowances Any payment that 
does not comply with the central authorities’ and the 
province's uniform specification must be rectified We 
should begin the task of managing the state's assets 
immediately, put an end to the attempts to pocket public 
funds or seize state-owned assets, and prevent the loss of 
income guaranteed by property nights. According to state 
regulations, we should gradually bring some of the extra- 
budget revenue items and special funds now controlled 
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by the departments under the budget for proper 
ment Ee a2 eS ae 

and gradually bring the qualified ones the budget, 
and even those that are not quite ready should | 


= 
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level They must not hide or try to spend that money. 
The units’ essential business expenses will be examined 
by the finance department and appropriated at its dis- 
cretion. We should 


various tax laws, regulations, and systems, and do every- 
thing strictly according to the law in order to put 
taxation on a normal. legal management track. 


Fellow delegates In the first quarter of this year, Hebe: 
has collected |.62 billion yuan in revenues, only 0.8 
percent more than last year in the same period. There is 
ho room for optimism. We must do some careful studies 
and adopt appropriate measures, make every effori to 
surmount difficulties, work hard to speed up revenue 
increase, and strive to fulfill the 1990 budget 


Shenyang High-Tech Zone Increases Output 
OW 0908084990 Bevying XINHUA in English 
0657 GMT 9 Aug 90 


[Text] Shenyang, August 9 (XINHUA)—Shenyeng’s 
Nanhu Hi-Tech Development Zone has generated 15° 
millon yuan in industrial output value since it was built 
in 1988 


Hi-tech production accounted for WO percent of the 
figure 


The 22-sq-km zone, located in the southern pari of 
Liaoning Province’s Shenyang City, boasts |2 universi- 
ties, 27 research institutes and three labs with 12,000 
researchers and teachers 


Zhang Guolin, an official in charge of the zone’s devel- 
opment, said 183 enterprises in the fields of automation. 
information, new materials, bio-engineering and laser 
technology opened in the first half of this year 
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[Text] Kunming, August } (XINHUA)—Statistics show 
that the total industrial output value of southwest 
China's Yunnan Province in the first half of this year 
increased by 7.6 percent over last year 


Total summer grain output of the province reached | 61 
million tons, an increase of 22 percent over 1989 


In the meantime, the financial income, foreign cachange 
and urban and rural bank savings of the province 
increased by 24.6 percent, |2 percent and 20.3 percent, 
respectively, over last year. 


In the first half of this year the province completed 
280,000 water conservancy projects and increased the 
irrigated area by |.03 million mu Agricultural materials 


supply increased by 12.9 percent over the same period 
last year 


Thanks to the preferential policies applied to the energy 
industries, Yunnan'’s raw coal output in tins period 
increased by 7.3 percent and generating capacity 
increased by | 3.5 percent over last year 


Experts here said that Yunnan’s economy is expected to 
keep up this favorable trend in the second half of this 
year and a good harvest is forecast 
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Coordination of Debt, Fiscal, Monetary Policies 


9OCE03024 Beying CAIMAO JINGII [FINANCE AND 
TRADE ECONOMICS] in Chinese No 5, 11 May 90 
pp 25-31 


[Article by Qin Has (4440 3189), National Information 
Center. “Coordination of Debt Policy With Fiscal and 
Monetary Policies] 


[Excerpts] [passage omitted] This article proposes a new 
coordination and tre-in plan as part of macroeconomic 
policy. This new tie-in plan is characterized by making 
debt policy an independent branch of macroeconomic 
policy. giving it equal place with fiscal policy and mon- 
etary policy, and using it together with fiscal policy and 
monetary policy to promote increase in supply and to 
restrain expansion of demand. In addition, to distin. 
guish a from macroeconomic activities, since the debt 
problem—including both internal and external debt—is 
actually a structural part of total demand at any given 
period of time, the emphasis of debt policy must be on 
changing the structure ~vhereby total demand is created 
and grows. It cannot clash with fiscal and monctary 
policies during any period of time, and it must be 
coordinated with deviations in the make-up of all mar- 
coeconomic policies. The term debt as used in this article 
applies only to internal debt. 
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Ever since 1979, the country has gradually affirmed the 
position and role of debt in national economic develop: 
ment and in the operation of the economy, In 1981, the 
country to revive internal debt. Since the country 
uses a si entry budgeting system to record financial 
receipts and expenditures, from the very outset debt 
income was treated in the same way as regular income 
and entered into the financial receipts and expenditures 


national fiscal budget income. (See Table |.) This fully 
showed that debt income merely served as the principal 
means of remedying fiscal deficits, and has come to be 
regarded as regular income and entered into financial! 
receipt and expenditure accountings. Thus, from an 
icy standpoint, the country's internal debt 
is part of financial receipts and expenditures, there is no 
defined, independent debt policy, and even were there a 
debt policy, it would be included in fiscal policy Debt 
policy has no independent position and influence within 
system. Since the role and 
of fiscal policy includes the 
to, and control of internal debt, 
the country's internal debt coin- 

cides with changes in the difference between government 
and expenditures. During years of a 

substantial 1, the speed of increase in the internal 
debt is also fairly substantial and vice versa. This limits 
the effect of internal debt on macroeconomic activities 


1} 
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out in fiscal policy, debt policy as an independent 
economic policy is in process of formation. First of all, in 
1981, the kinds of internal debt in the country began to 
increase little by little. From 198! through 1986, there 
was only one kind of internal debt. By 1987, the number 
increased to five, and after 1988 they increased again. 
this time to seven in a great opening up of the undiver- 
sified debt structure. Second, a pluralistic trend of devel- 
opment took place in the use of the country's debentures. 
A rough estimate shows that in 1987, 45 percent of the 
government's total internal debt was used to make up the 
fiscal deficit, 30 percent was used for investment in fixed 
assets and for investment in replacements and improve- 
ments, and 25 percent was used to make up for the 
shortage of circulating capital in enterprises. In addition, 
the debentures that different economic entities issued 
(most of which government organs guaranteed, and 
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which also might be as government bonds) 
played a major role in funds for the construction 
of dwellings and basic facilities. Third, debentures have 
already become a kind of social asset that offer a greater 
choice of monetary assets under the country's prevailing 
economic system. According to 1987 statistics, entre- 
prenural units spent 46 billion yuan of unbudgeted funds 
on the purchase of all kinds of debentures, and indi- 
vidual residents subscribed M4 billion yuan for deben- 
tures. This was 51 and 49 percent respectively of total 
debentures, and this played a certain role in slowing 
inflationary growth of both unbudgeted funds and resi- 
dents’ surplus purchasing power. In addition, the partial 


well as the appearance here and there of cxchanges for 
negotiable securities caused the debentures market to 












































Table |. Oe Fiscal Deficit as a 
-_ Unite % 
Yea Internal [debt laternal Debt) — Internal Debt 
Speed of Fiscal Deficit Financial Rev 
Increase enees 
1982 100 8.79 a 
198) 94.70 33.8) 1% 
1984 102.5 33.91 2% 
1985 142.5 87.52 144 
1986 103.1 29.9) 2.95 
1987 100.9 2$.32 287 
(ORK 207.7 uM 5.63 
Note The fiscal deficit is a hard deficit containing no debt revenues 
By financial revenues is meant regular revenues Source of 


government 
data China Statistical Yearbook, (1989) 





Although actual operation of the economy provides the 
possibility of gradually shaping debt policy, since debt 
relationships have never guided operation of the 
national economy in the country’s macroeconomic con- 
trol, this would still not become a serviceable economic 
policy. In the prevailing economic climate, it is both 
necessary and possible to make debt policy a branch of 
macroeconomic policy that is independent of fiscal 


policy 
Il. History and Reality: Comparative Study of Internal 


Debt in the 1950's and the 1980's 


Back in the 1950's, the country issued “Uniformly 
Indexed People’s Victory Bonds” to meet the needs of 
internal construction. These bonds were not issued pri- 
marily for the purpose of making up the fiscal deficit, but 
mostly to raise money for economic development. (Sec 
Table 2) 
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_ Unite: % 

Vea laternal (debe Internal Debi laternal Idebt/ 
Fiscal Deficit Sur ples National Revenur 

Power 

1950 $1.0 

195! ; : : 

1954 160.0 6.1 112 

1055 09 TE 0.79 

1956 8 1 0.69 

1057 6909 Nn 075 

1958 8 6? 0.77 

















Note The + sign indicates a fiscal surplus Source of data China Sia 
tistical Yearbook, (1989) 





Table 2 shows no definite ratio between the country's 
internal debt and fiscal deficit during the 1950's, but 
rather intense fluctuations. Everyone knows that if the 
government's financial receipts and expenditures are 
looked at in terms of the government's faith and credit, 
or on the basis of single entry budget-formulated finan- 
cial receipts and expenditures, the country showed 
mostly a surplus between financial receipts and expen- 
ditures during the period immediately following 
founding of the people's republic. Even if measured in 
the broadest sense, the size of the fiscal deficit was 
relatively small. Thus, analyzed from this standpoint, 
debt revenues served as a form of capital accumulation 
channeled into the financial control of the whole society. 
In addition, internal debt as a percentage of social 
surplus purchasing power and national income remained 
consistent. Despite fluctuations in internal debt as a 
—E* of social surplus purchasing power, the 

fluctuation was not great, being within the 5 
percent range. Internal debt as a percentage of national 
income remained substantially at around 0.7 percent, 
which was super stable. 


The main feature of internal debt operations during the 
1950's was that they played a definite positive role in 
government financial receipts and expenditures and in 
social capital distribution. This role was limited, neverthe- 
less, in that internal debt during the late 1950's was concen- 
trated on the repayment of foreign debt resulting from the 
breaking of “fraternal relations” [with the USSR]. At the 
same time, the influence of internal debt in the operation of 
China's economy, and its position in macroeconomic con- 
trol during the 1950's did not arouse the serious attention of 
the parties concerned. Because of the strengthening of the 
highly centralized economic control system, and the skewed 
interpretation of the meaning of a policy of self-reliance, the 
debt gradually tended to disappear. Fiscal control encom- 
passed virtually al! macroeconomic control, and fiscal 
policy substantially became the sole component of macro- 
economic policy. 
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During the late 1970's, because of the effect of the “10 
years of turmoil” and the ultra-leftist trend of thought, 
the entire economy verged on collapse. Because of the 
—— tasks requiring attention, the entire 
a tremendous demand for capital at the 

Soatentan of cava Gat Gee anunument ) LA, 


to satisfy. In addition, because of the effects of 
longstanding centralized control system, social capital 
formation and distribution, which was done mostly 
through uncompensated government payment, — 
tuted a definite deficit burden. Further increase in the 


size of the fiscal deficit was not only impossible, but 


could be done only by paying a high price. At this time, 
extention of the internal debt became unavoidable. 


Beginning in 1982 and until the end of 1988, the country 
accumulated debt revenues totaling 44,514 billion yuan or 
68.5 percent of the total fiscal deficit (the minimum finan- 
cial deficit). 11 was not until 1979 that the government began 
to turn to banks for and after 1980, use of debt 
income to make up for fiscal ts appeared. The internal 
debt revival during the 1980's became a reality in light of 
historical experiences of the 1950's, and the economic 
exigencies of the time. Fundamentally, it did not go beyond 
the experience of the 1950's, nor could it become divorced 
from the government financial revenues and expenditures 
system. It revived as a necessary supplement to government 
revenues. 
































1987 0.67 149 $4) 
1OR8 Lal 2m 74 
Source of Data: China Statistical Yearbook, (1989) 




















Analysis of the situation portrayed in Table 3 shows a 
basic similarity between 1980 and 1950 in internal debt 
as a percentage of national income, meaning that use of 
debt as a mechanism for the accumulation of social 
capital had not yet taken shape. Speed of growth of 
internal debt was slow and variable during the 1980's in 
comparison with surplus social purchasing power whose 
speed of increase was fairly rapid. By comparison with 
the situation in the 1950's, the contribution of internal 
debt in controlling social demand was extremely limited. 
This was particularly manifested in the inability of 
internal debt to regulate the cash on hand portion of 
surplus social purchasing power, the overall scale of 
internal debt amounting to less than 10 percent of cash 
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on hand, Comme. features of the operation of interna! 
debt in China durng the 1950's and 1980's may be 
expressed as follows: tion of internal debi was 
a part of the operation of fiscal policy, the issuance and 
control of internal debt did nothing to improve the total 
demand situation throughout society, nor was structural 
readjustment of excess total demand the onentation of 
internal debt operation. Making up fiscal deficits was its 
sole policy objective, and the price paid for this policy 
objective was lengthening of the fiscal deficit period 


Il, Internal Debt and Fiscal Deficits in Relation To 
Control of Demand 


A. The fiscal deficit: Basis for the operation of internal 
debt. In a modern commodity economy, government 
participation in economic activity is conducted prima- 
rily through its financial receipt and disbursement activ- 
ities. When government financial receipts do not balance 
expenditures, government macroeconomic activity will 
be in stra'tened circumstances. In addition, it will be 
powerless to make macroeconomic performance a part 
of normal policies or to the direction of macroeco- 
nomic performance. This means that when a fiscal 
deficit occurs, how the government intervenes in the 
operation of the economy to exercise macroeconomic 
control is a relatively thorny issue. 


We know that when a fiscal deficit exists, in addition to 
safeguarding ordinary financial receipt and disburse- 
ment activity, the government can resort to various 
means such as overdrafts, the issuance of government 
bonds, or seeking international loans from international! 
financial institutions or other governments to regulate 
macroeconomic operations, however, not every such 
channel is feasible and unobstructed. The feasibility of 
various plans must be ascertained on the basis of actual 
economic circumstances. Furthermore, in an overall 
sense, advantages and disadvantages, shortcomings and 
strengths exist in different plans. 


We postulate that the macroeconomic climate 
throughout society is inflationary, meaning that total 
demand is greater than total supply. If a deficit 
exists under this circumstance, the optimum choice for 
remedying the deficit is to issue government debentures. 
If bank overdrafts are selected instead, that is bound to 
further expand the scale of total demand throughout 
society. If foreign loans are chosen, that can give rise to 
an increase in import demand. Although the issuance of 
debentures is for the purpose of repairing the gap in 
government demand for funds, in an overall sense, it wil! 
not cause an increase in total demand. In addition, we 
postulate that the macroeconomic operating environ- 
ment throughout society is contracting, meaning a lack 
of effective demand. When a fiscal deficit exists under 
these circumstances, the fiscal deficit will inevitably be 
related to a contraction of the economic cycle, particu- 
larly a contraction of the business cycle and of the 
expansion of credit. The best way to remedy this fiscal 
deficit is obviously to enforce a deflationary fiscal policy 
for the purpose of reducing fiscal expenditures and 
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increasing fiscal revenues. At the same time, an infla- 
tionary monetary policy should be pursued, ic., 
increasing the money supply to stimulate the approach of 
a new economic cycle to achieve economic prosperity, 
thereby engendering a cyclical boom and surplus in fiscal 
receipts and expenditures. Such a process of macroeco- 
nomie Operation is, in essence, the stimulation of effec- 
tive demand to exercise control over demand. If the 
issuance of government debentures to remedy the fiscal 
deficit is also used under these circumstances, obviously 
that will restrict the decisions and the earnings of prin- 
cipal would-be buyers. Such action will not get as marked 
macroeconomic results as borrowing funds from banks 
Such loans can both remedy the deficit and also stimu- 
late economic prosperity. However, this 1s not to say that 
the issuance of debentures is totally unnecessary. This is 
because the expansion of credit occasioned by the stim- 
ulation of insufficient effective demand creates a boom. 
style surplus in fiscal receipts and expenditures, which is 
prosperity of short duration, or is “inflationary prosper- 
ity.” The painful expernences of western countries during 
the 1940's and 1950's showed this to be a quest for 
temporary relief regardiess of consequences. Further- 
more, it may force all macroeconomic operations into 
the enforcement of deficit policy. Finally, the issuance of 
government debentures should better become an 
unavoidable follow-up policy, the funds being used to 


remedy the deficit. 


B. Demand contro! during a deficit: One theory postu- 
lates that objectively a fiscal deficit is essentially govern- 
ment excess demand for capital for a certain period of 
time. Such demand is an integral part of transitional 
total demand that is not demand in name but already 
realized demand. In macroeconomic activity, govern- 
ment financial receipts and expenditures, debt receipts 
and expenditures, and credit receipts and expenditures 
generate a definite effect on excess government demand. 


Fiscal receipt and disbursement activitics are the most 
fundamental way in which government engages in mac. 
roeconomic activity. The existence of fiscal receipts and 
expenditures objective y requires the use of debt receipts 
and expenditures and credit receipts and expenditures to 
effect fiscal receipts and expenditures, i.¢., the debts and 
overdrafts that we emphasized earlier. Actually, debts 
and overdrafts shouid be regarded as one and the same 
thing, however, the macroeconomic effects of the two 
differ widely. In ‘his regard, we provide a theoretical 
mode! about how to control demand through the issu- 
ance of government debentures in a climate of total 
demand inflation. 


Suppose the macroeconomic environment throughout 
society is inflationary, meaning that total demand is 
greater ihan total supply, this situation being expressed 
in an inflation of social fixed assets investment demand 
and consumption demand. This supposition is essen- 
tially identical with actual circumstances in China today. 
In addition, suppose that the macroeconomic policy 1s 
deflationary, both fiscal policy and monetary policy 
being subordinate to unified economic policy goals. 
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namely to decrease total demand inflation but without 
mutual interference in execution, Su further the 
existence of a sustained fiscal deficit. iously the best 
choice for total demand control ———— period is the 
issuance of ——— debentures, This is because so 
long as the goal of government debentures is not solely 
the control of the fiscal deficit, government debentures 
can change the demand structure of the whole society. 


The issuance of a certain amount of government deben- 
tures under modern commodity economy conditions is 
based on government credit, it will not increase total 
demand throughout society. There is certain amount of 
rigidity in fiscal expenditures, but in a climate of total 
demand inflation and deflationary macroeconomic pol- 
icies, the elasticity of fiscal revenues is bound to be less. 
This means that possibilities for improvement in fiscal 
receipts and expenditures within a short period of time is 
small. In addition, because of the need for no interfer- 
ence between fiscal policy and monetary policy, the 
overdraft channel is not available, so only the issuance of 
government debentures is possible at this time. Since 
government debentures do not amplify total demand 
throughout society, they are bound to be able to generate 
an economic effect in easing total demand and read- 
justing the structure of demand. Since the macroeco- 
nomic climate is inflationary, a certain amount of com- 
pulsory saving, panic buying, or holding back on making 
purchases naturally exists in society. Therefore, so long 
as the government's creditworthiness is stable, and the 
debenture maturity date and interest rate is about as 
good as for savings deposits, even if compulsory mea- 
sures are used to get people to buy them, the excess 
purchasing power throughout society will inevitably be 
converted into debentures, thereby solving inflation of 
consumption demand and ultimately attaining the goal 
of easing total demand pressures. We may regard this as 
a “total demand debt control” model. 


The “total demand debt control” model should have a 
future in macroeconomic management practice in 
China. The statistical data presented in the first part of 
this article show that the country's current debt burden 
(internal debt as a percentage of national income) is by 
no means high. The macroeconomic climate of the past 
several years in China also provides numerous hopeful 
choices. Abnormal objective economic phenomena such 
as s compulsory savings, panic buying, and holding back 
from making purchases are no longer strangers in China. 
However, we are in process of gradually making decisive 
macroeconomic policy choices such as protecting the 
value of savings, and raising interest rates on savings 
deposits in this macroeconomic climate. Naturally, insti- 
tution of a “total demand debt control” model also faces 
numerous risks in China. One is the risk of “bankrupt- 
ing” national creditworthiness; another is the risk of 
powerful blows against bank savings. However, so long 
as we improve existing relations between the govern- 
ment and banks, and maintain the independent position 
and influence of the financial system in macroeconomic 
operation, the government and banks jointly enforcing 
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independent economic policies and sharing risks to state 
creditworthiness, the “total demand debt control” model 
is workable in China's macroeconomic practice. 


IV. Reestablishment of a Debt Concept: Coordination of 
Deviations in the Macroeconomic Policy System 


A. Comparison of Degree of Reliance on Debt of Dif- 
ferent Countries. Debt accompanies the development of 
a commodity economy. Economic development in all 
modern countries shows that too narrow an under- 
standing of the relationship between creditors and 
debtors hurts macroeconomic balance. Nor may internal 
debt receipts be used solely to remedy fiscal deficits, they 
must also play a role in casing total demand pressure. 
Therefore, objectively, the amount of each country's 
debt is not a case of the more the better; it should be kept 
within the limits of gross domestic product. [passage 
omitted] 


Naturally, the degree to which China relies on debt 
cannot be compared to that of developed countries, but 
it differs greatly from that of developing countries. The 
degree to which China relies on debt solely for the 
purpose of using debt receipts to service the deficit is 
approximately | percent of gross domestic product, too 
small an amount to play a role in easing total demand 
and regulating total demand structure. Thus, it generates 
government expectations of increase in debt income, and 
sustains the deficit. Inflationary pressure does not 
diminish, and the speed of increase in society's surplus 
purchasing power exceeds the speed of increase in debt 
income. Therefore, re-establishment of a debt concept is 
the lesson we have learned from an international com- 
parison of the degree to which we rely on debt. 


B. China's internal debt policy: Planning and execution. 
One direct exemplification of the re-establishment of a 
debt concept is the rapid pursuit of an internal debt 
policy in the prevailing economic climate. However, 
since the peak period form China's debt repayment is 
drawing ever nearer, just how to plan and execute 
China's internal debt policy is a extraordinarily touchy 
and pressing problem. We have the following ideas about 
the planning and execution of China's internal debt 
policy. 


1. Moderate increase in China's amount of internal debt. 
China's present internal debt is not large. Figured objec- 
tively in terms of the country's national strength, we 
believe that a 25 to 30 percent reliance on debt is 
realistic, and will not lead to other untoward phenomena 
in operation of the macroeconomy. 


2. Change in the country’s present fiscal budgeting 
method. The single entry budget should be changed to a 
multiple entry budget in order to change the ill-defined 
target orientation of the country's internal debt or the 
extreme orientation toward sole concern with the deficit. 
The country’s single entry budget system in use today 
helps expansion of financial policies, but it also has 
made for long-term deficit rigidity and the expectation of 
internal debt income. This situation must be changed 
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quickly, Generally speaking, fiscal expenditures are truly 
rigid; they can only increase but not decrease, but the 
same is not the case for fiscal revenues. Therefore, not 
only should fiscal expenditures be restricted to fiscal 
income, but internal debt receipts and expenditures 
should be made independent of fiscal receipts and 
expenditures. Debt receipts (particularly from internal 
debt) should be used both to remedy the fiscal deficit, 
and should also be used to soak up surplus purchasing 
power in society, and to adjust the effective social 
demand structure to achieve the social benefit of easing 
demand pressure. 


3. Restructuring of the creditor - debtor relationship 
system, insuring a free shift in the relationship between 
creditors and debtors in order to advance the growth and 
development of iable securities markets for the 
gradual perfection of the country's financial market. The 
worsening of the relationship between government 
financial receipts and expenditures, and currency infla- 
tion today have caused a very great lowering of national 
credit. Should the country increase the degree to which it 
relies on internal debt, that would be bound to imperil 
state credit per se. However, guaranteeing a free shift of 
the creditor -debtor relationship to dissolve the risk to 
state credit is feasible. The linking together of state 
credit, bank credit, and enterprise credit, guaranteeing 
their separate independence is a precondition for no 
difficulties in finding buyers for state debentures. State 
deb ntures express a debtor - creditor relationship 
between the government and the would-be principal 
buyers of debentures. A pluralization has occurred in the 
country's debtor relationship, namely the appearance of 
multiple debtors including the state, local governments, 
banks, and various enterprises (or companies) having the 
status of juridical persons, but the creditor relationship 
is unitary. Thus it is necessary to guarantee a credit shift 
in the relationship between debtors and creditors. For 
example, once state credit becomes more risky, residents 
may be assured that their credit claims on the state can 
be shifted to enterprises, and once an enterprise's credit 
becomes more risky, residents (staff members and 
workers) may be assured that their credit claims on the 
enterprise can be shifted to the state. Guaranteeing a 
credit shift in the creditor - debtor relationship can solve 
not only long pending problems in the evaluation of 
fixed assets, spur readjustment of the amount of assets 
available through the financing of assets flow through 
indebtedness and a shift in credit, and accelerate read- 
justment of the industrial structure and of industries, but 
it can also give impetus to reform of microeconomic 
foundation rebuilding in which remolding of enterprises’ 
operating mechanism is the key element. 


4. Internal debt policy should be independent of fiscal 
policy. This independence should be premised on 
mutual noninterference between fiscal policy and mon- 
etary policy. China's monetary policy has no indepen- 
dence of its own. There is neither independence in 


monetary policy goals, nor independence in the mone- 
tary policy functioning process. The central bank may set 
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certain monetary supply goals, but there is no monetary 
policy in charge of monetary supply. Frequently fiscal 
policy holds the leading position, or government fiscal 
policy impacts on monetary policy. If this situation 
continues, internal debt policy will actually be no dif- 
ferent than an institutionalization of overdrafts. There- 
fore, if we are serious about pursuing an internal debt 
policy, the existing relationship between government 
finance and the banks must be broken and the indepen- 
dence of monetary policy assured to provide the clear 
macroeconomic policy conditions needed to proceed 
with an internal debt policy. 


5. Assuring Coordination of Internal Debt Policy 
Devoatopms From Fiscal and Monetary Policy. The 
issue of coordinating deviations in macroeconomic pol- 
icies is tantamount to the mutual coordination of mac- 
roeconomic policies, Actually, it is to study the macro- 
economic policy coordination issue from a different 
angle. Mutual coordination focuses on the enforcement 
of all macroeconomic policies while the coordination of 
deviations focuses on the negative role in enforcement of 
certain macroeconomic policies, using macroeconomic 
policies to remedy and overcome them. In the enforce- 
ment of internal debt policy (or debtor policy), it is 
particularly necessary to pay attention to the coordina- 
tion of deviations in macroeconomic policy. 


In general, internal debt income in countries having a 
fiscal deficit has a certain rigidity. For this reason, we 
will examine only the coordination of macroeconomic 
policy deviations when internal debt increases. Once 
internal debt increases, an effect is bound to occur on 
residents’ cash holdings, savings accounts, and the 
extrabudgetary funds of local entreprenural units, 
thereby damaging or giving impetus to increase or 
decrease in consumption choices and savings account 
balances, and to the increase or decrease of unbudgeted 
funds. Supposing the existence of a certain similarity 
between interest rates and maturity dates for interna! 
debt and for savings accounts, there would be no trading 
in debentures; they could only serve as near-money for 
the readjustment and make over of the relationship 
between creditor and debtor, thus, once the amount of 
internal debt expanded, no very great impact would be 
produced on savings accounts. It would only play a role 
in moderating demand and readjusting the relationship 
between local and central authorities, while simulta- 
neously expanding residents’ choices of financial assets. 
Supposing again higher interest on debentures than on 
savings accounts for a like period of time. From the 
standpoint of residents’ intentions in selecting financial 
assets, this would be bound to produce a powerful 
impact on savings accounts, stimulate credit inflation, 
and counteract the positive role of internal debt policy, 
thereby giving rise to full currency inflation. Therefore. 
as applied to China's current circumstances, coordina- 
tion of deviations between the country’s internal debt 
policy and its macroeconomic policy requires a gradual 
separation of internal debt policy from fiscal policy and 
an inclination toward monetary policy. In a situation in 
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which conditions are increasingly coming to a head, a 
complete operating transition to open market activity 
can coordinate macroeconomic policy wholesale through 
open market operations. 


V. Conclusions 


This article's analysis shows the status and influence of 
debt policy in the macroeconomic policy system; more- 
over, in reviewing and analyzing China's internal debt 
performance, we have also reached a series of conclu- 
sions. In order to more clearly demonstrate the author's 
attitude, we will capsulize below a series of conclusions 


that require highlighting: 


1. Earliest possible definition of debt policy so as to 
avoid the influence of outmoded marcroeconomic man- 
agement thinking on management practice in the new 
—. changing the prevailing fiscal accounting 
method. 


2. The “total demand debt control” model is a theoret- 
ical abstraction for the control of total demand during 
deficits. It's practical foundation is the simultaneous 
operation of debt policy, fiscal policy, and monetary 
policy, and approaching policy objectives independent 
of each other. 


3. Reestablishment of debt concepts, not only changing 
the goal of debt revenues being solely for the purpose of 
remedying fiscal deficits, but also being able to include a 
series of ideas for readjusting the total demand structure, 
and helping establish a capital accumulation mechanism 
in society. 


4. The planning and execution of China's debt policy 
should emphasize important components, including a 
moderate scale of debt and a rationally constructed 
creditor and debtor system. In addition, it should 
include active pursuit of fiscal system reform and mon- 
etary system reform. Neither can be emphasized at the 
expense of the other. 


5. Debt policy. The process of coordinating the deviation 
between fiscal policy and monetary policy should be a 
process of gradual separation of fiscal policy and debt 
policy. In addition, it should also be a process whereby 
debt policy gradually gets closer to monetary policy 
while fiscal policy and monetary policy are independent 
of each other. 


INDUSTRY 


Output of Textile Products in July 


HK0908121790 Beijing CEI Database in English 
9 Aug 90 


[Text] Beijing (CEI)}—Following is a list of the output of 
textile products in July 1990, released by the State 
Statistical Bureau: 
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Item Unit 10 7/89 
Yarn 10,000 1 35.62 9.81 
Yarn 10,000 pe 6 222 
Cloth of 100 mm 14.26 1$,32 

Pure cotton 100 m.m 183 9.44 

Chemical 100 m.m 1.81 1.70 
fiber 
Silk 10,000 t 0.44 0.41 
Silk fabric 100 m.m 1.4) 1,28 
Woolen fabric 10,000 m 2,220 2,233 
Knitting wool 10,000 1 1.30 1.70 
Gunnysack 10,000 pe §,102 6,224 
Garment 100 m.pe 1.67 1.54 














Notes. m.m—million meter, pe—piece, t—ton, m.pe—million piece 


July Industrial Growth Hits 2.9 Percent 


OW0908004390 Beijing XINHUA in English 
1419 GMT 8 Aug 90 


[Text] Beijing, August 8 (XINHUA)—China’s industrial 
growth in July hit 2.9 percent, with total industrial 
output value of 154.2 billion yuan. 


According to statistics released by the State Statistical 
Bureau today, growth was slower than in the two pre- 
vious months due to planned overhauls by raw material 
producers, shortages of funds, energy and raw cotton; 
and insufficient demand. 


China's total industrial output value in the first seven 
months reached 1,080 billion yuan, 2.3 percent more 
than in the same period of last year. 


Readjustments Suggested in Light Industry 
9OCE0318A Beijing ZHONGGUO JINGJI TIZHE 
GAIGE [CHINA'S ECONOMIC STRUCTURE 
REFORM] in Chinese No 4, 23 Apr 90 pp 27-29 


Article by Liu Changhung (0419 7022 5725) and Li 
ongxi (2621 0681 0823): “The Structural Characteris- 
tics of the Light Ind»<try Enterprise Groups and the 
Proper Readjistny r. es” 


[Text] There are new i! \erprise groups of different 
types in the light industr. y tem. They are scattered 
over 30 or so different industries and are made up of 
more than 5,000 enterprises, accounting for around 
seven percent of all light industrial enterprises. At the 
core level, they generate more than 25 billion yuan in 
industrial output value, accounting |5 percent of light 
industry's total output. The formation of these enterprise 
groups has had a definite effect on the development of 
China's light industry, but on the whole, these groups are 
still in their infancy and are yet immature, and there are 
problems with the mix of businesses, the scale composi- 
tion, the organizational structure, the regional structure, 
and the dynamic structure. This article offers some 
simple and crude suggestions on how to resolve the 
structural conflicts. 
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Characteristics of the Mix of Businesses and Certain 
Readjustment Measures 


The light industry enterprise groups are characterized by 
their “lopsided” mix of businesses. Nearly 170 groups 
are concentrated in the household electrical appliance, 
food and beverage, plastic ware, everyday chemical 
product, and bicycle industries. More than 80 enterprise 
groups, or 50 percent of the total number, are in these 
five businesses. The core of these groups generates as 
much as 17 billion yuan in industrial output value, 
accounting for 68 percent of the total amount. Of these 
five lines of business, household electrical appliance and 
bicycle are the most important. Of the 20 enterprise 
groups whose sales revenue exceeds 300 million yuan, 17 
are in these five lines of business; 13 of the 20 enterprises 
groups whose foreign exchange earning through 
exporting tops $10 million are in these five lines of 
business; all five enterprises groups whose realized profit 
tax surpasses 100 million yuan are in these five lines of 
business. 


There are two forces behind the light industry enterprise 
groups’ lopsided business mix: One is the pulling force of 
market demand; the other is the thrust of productive tech- 
nologies. The pulling force refers to the urban population's 
desire for better quality products and their increased 
demand for luxury durable goods (such as refrigerators), 
prestigious products (such as brand name bicycles), and new 
consumer products (such as expensive drinks and everyday 
chemical products). This has promoted the growth of enter- 
prise groups in those industries. The thrust of production 
technologies refers to the advanced technologies in some 
industries, many of which are importing production lines 
and equipment, and their production methods tend to 
facilitate specialization, cooperation, and integration with 
other businesses. 


The pulling force of market demand and the thrust of 
advanced technologies have facilitated the formation of 
enterprise groups in certain industries on the one hand 
and have brought new structural conflicts on the other 
hand. The most striking phenomenon is that while the 
rapid development of enterprise groups has triggered a 
surge in production, it has also speeded up market 
saturation. For example, since the formation of enter- 
prise groups in the refrigerator and brand name bicycle 
businesses, their output value has been increasing at a 
rate in excess of 50 percent. As a result, while purchase 
coupons were needed to buy those goods in 1988, there 
was an overstock by 1989. This shortens the life cycles of 
many products, and we are faced with a constant flood of 
new imports (so as to replace the old products). Further- 
more, the explosive development of these burgeoning 
businesses has failed to bring along the development of 
the basic and traditional industries; instead, they have 
exacerbated the structural imbalance between industries. 


Targeting the lopsided business-mix of the light industry 
enterprise groups, we suggest the following readjustment 
measures: One, we can formulate a policy on developing 


ECONOMIC 49 


externally oriented enterprise groups (such as resolving 
the conflict between foreign and domestic sales and 
extending guaranteed preferences to imported technolo- 
gies and raw materials) to encourage those businesses 
whose products are saturating the domestic market to 
develop foreign markets. Two, we should develop multi- 
angle operations, that is, develop management strategy 
which lets each group manage two or more businesses at 
the same time. This not only means increasing the types 
of goods being produced but also expanding the produc- 
tion and market scopes. The objective is to spread the 
risks and avoid letting a change in the market for some 
products affect revenues. Meanwhile, we should 
encourage the groups to leave those businesses that are 
“saturated” and turn instead to the sectors that are still 
‘“maturing.’’ Three, based on the state's industrial policy 
and its deliberately biased policies, we can formulate a 
preferential policy to encourage the basic industries, 
especially the raw materials industry, to develop their 
own enterprise groups or join other groups. 


Characteristics of the Scale Composition and 
Organizational Structure and Certain Readjustment 


Measures 


The light industry enterprise groups’ scale composition 
and organizational structure are characterisitically 
“small” and “scattered.” “Small” refers first to the small 
size of the groups at the core level. A survey of 166 
groups indicates that only 37 groups have a core large 
enough to control more than 50 percent of the group's 
asset; 35 percent of the groups have not formed a core. 
Second, it refers to the fact that there are few large 
groups but many small groups. Only five groups, or three 
percent, generate more than 100 million yuan in realized 
profit tax a year, only 18 groups, or 10 percent, earn 
more than $10 million a year through exporting; 20 
groups, or | 2 percent, have annual sales worth more than 
300 million yuan. “Scattered” means first, the groups’ 
asset management is far from completely integrated at 
the core level. Only 15 groups, or nine percent, have 
completely merged their asset management. Two, there 
is little specialization and cooperation among member 
enterprises of the same group. The enterprises are only 
loosely put together. Some member enterprises are still 
“medium in size but all-encompassing in operation” or 
“small in size but all-encompassing in operation.” These 
groups are but the simple sum of enterprises of similar 


types. 


Since the light industry enterprise groups’ scale compo- 
sition and organizational structure are characteristically 
“small” and “scattered,” it does not give play to the 
advantages of enterprise groups. Being too small, espe- 
cially at the core level, undermines the groups’ cohesive- 
ness and their ability to unify and control the members. 
It limits the development of specialized productions and 
makes it impossivle to develop overall superiority. 


There are three ways to readjust the scale composition 
and organizational structure: One, we can systematically 
turn the pool of funds into shares of stock and set up a 
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unified mechanism so that internally the groups are 
made up of several interest groups but a single produc- 
tion operation, Turning the pool of funds into shares 
requires the member enterprises to take physical inven- 
tory to determine fund sources and put their capital 
funds (including current funds and fixed assets) into the 
group. The former owner of an enterprise becomes a 
shareholder and is entitled to a share of the group's 
income as shareholder, severing his subordinate ties and 
allocation relationship with his former enterprise. Mean- 
while, the group becomes a legal entity and the major 
shareholder of the enterprise, and it controls that enter- 
prise’s production and operation. In this way, the group 
can concentrate the necessary power of management to 
guide and coordinate the member enterprises uniformly 
and promote the transregional, transdepartmental, and 
transownership system circulation and allocation of key 
factors of production and give play to the group's overall 
superiority. Two, when we recruit nm ember enterprises 
for the groups, we should uphold the pi nciple of “link- 
ing more odd than integrated enterprises, more small 
than large enterprises.’’ We want to attract more special- 
ized, small plants and fewer all-purpose, large plants. 
This will make it easier to spread out the parts and 
components and coordinate the specialized arts of crafts 
of production within the group. Three, we should rely on 
policies to encourage and advocate cooperation among 
specialized departments in production, and by 
revamping the groups’ enterprise organizational struc- 
ture, we can convert the maximum amount of enter- 
prises’ component of force into the strongest possible 
resultant of forces. 


Characteristics of the Regional Structure and Some 
Readjustment Measures 


The light industry enterprises groups’ regional structure 
is characterized by its high degree of concentration. 
Nearly 170 enterprise groups are concentrated in Bei- 
jing, Shanghai, Tianjin, Liaoning, Jiangsu, Shandong, 
Guangdong, and Zhejiang. Some || 3 enterprise groups, 
or 75 percent, found in these eight provinces and munic- 
ipalities are light industry enterprise groups. Not only is 
there a concentration in number but there is a concen- 
tration of businesses, large groups, and member enter- 
prises. The concentration of businesses is demonstrated 
by the fact that 60 percent of the 113 groups are in the 
household electrical applicance, bicycle, food, everyday 
chemical products, and plastic ware businesses. Concen- 
tration of large groups is demonstrated by the fact that 
17 of the 20 largest light industry groups are located in 
these eight provinces and municipalities. Concentration 
of members is demonstrated by the fact that 75 percent 
of the country’s 5,000 member enterprises are located in 
those provinces and municipalities. This kind of concen- 
tration has turned the southeast coastal area and large 
cities into the core intensive processing region. 


The concentration of the light industry enterprise groups 
in the southeast coastal areas and large cities is clearly 
manifested in the extension of the traditional structure. 
On the one hand, this kind of concentration greatly 
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boosts the well-developed regions’ economic strength 
and multiplies the amount of key factors of production 
at their disposable, In particular, it increases the core 
cities’ economic attraction and their sphere of influence 
and creates an even wider scope of productive coopera- 
tion, so that the well-developed regions can produce even 
more prestigious goods, develop new technologies, and 
produce higher grade products and more substitutes. On 
the other hand, concentrated production makes the 
supply of raw material and the transportation of finished 
goods more difficult, exacerbating the structural conflict 
between the processing regions and the raw material. 
producing regions and increasing the imbalance between 
the well-developed regions and the underdeveloped 


regions. 


To readjust this irrational distribution, we must formu- 
late appropriate policies with respect to macroeconomic 
regulation and control: One, we should formulate a 
preferential policy to encourage enterprise groups in the 
well-developed to attract members from the underdevel- 
oped regions to make the input of labor force, equip. 
ment, plants and facilities and other capital goods more 
efficient. Two, we should rally and guide the existing 
mainstay enterprises in the raw material-producing areas 
and underdeveloped regions to set up enterprise groups. 
In particular, we should make use of the strength of the 
primary, secondary, and tertiary enterprises to help the 
war industry switch to civilian productions and integrate 
the military and civilian industries and forge a stable and 
comprehensive cooperative relationship led by the pro- 
duction of civilian goods. In this way, we can let the 
large- and medium-sized enterprises in the northwes! 
bring along the development of many smaller enterprises 
and gradually improve the scale composition and orga- 
nizationa! structure of enterprises in the northwest. 


Characteristics of the Dynamic Structure and Some 
Readjustment Measures 


The enterprise groups’ dynamic structure refers to the 
internal association and the proportional relationship 
between time and quantity as the groups develop. Tem- 
porarily and quantitatively, the light industry enterprise 
groups’ development has obviously been distorted and 
overheated. Ninety percent of the light industry enter- 
prise groups were developed in the last two years. This 
distorted and overheated phenomenon is due primarily 
to over-zealousness in encouraging the development of 
enterprise groups while neglecting to provide them with 
proper guidance and supervision, and this has led to 
their rash and shortsighted development. Many groups 
have been set up only to find that they have no means to 
offer their service, no ability to foster cooperation, and 
no ties to form any kind of relationship. 


How do we rectify and improve this distorted and 
overheated phenomenon? First, we must recognize the 
objective law of development of enterprise groups. Gen- 
erally, their scale grows from small to large; their man- 
agement scope expands from narrow to wide, their 
association evolves from loose to tight; their sphere of 
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influence spreads from near to far. China's enterprise 
groups are still in a budding stage. If we want a large 
number of large scale, high quality groups, » » must take 
time for exploration and practice. 


Second, we must strengthen the government depart. 
ments’ macroeconomic regulation and control over the 
development of enterprise groups. Enterprise groups are 
the link between the new and the old systems, The 
readjustment of macroeconomi policies and the restruc- 
turing of the microcosmic foundation will be reflected in 
the way they function in the economy, Enterprise groups 
are the nucleus of the economy. Whatever economic and 

| means the — management departments 

es 10 deal with them must be supplemented by the 
necessary administrative measures to provide indirect 
regulation and control. Specifically, we can use a combi- 
nation of economic levers to guide, encourage, or curb 
their production and management activities, we can 
formulate some enterprise group business development 
programs based on the state's industrial policies, and we 
can put the enterprise groups industry-by-industry under 
the appropriate departments in charge. 


Last, we should formulate a set of orderly, standardized, 
and systematic policies, laws, and regulations (such as a 
feasibility study system, examination and approval 
system, registration system, statistics system, and 
checking system) to manage the enterprise groups. One, 
we can supervise and control the way enterprise groups 
are set up and the way they function based on these laws 
and regulations. Two, we can rectify and improve the 
existing enterprise groups according to these laws and 
regulations to make sure that they follow the track laid 
ty the objective law of dev clopment. 


Hebei Metallurgical Production Results Reported 


SAO0B080 12390 Shijiazhuang HEBEI RIBAO 
in Chinese 13 Jui wep! 


{Summary} In the first half of 1990, Hebei Province 
made marked progress in metallurgical production. 
During the January-June period this ,ea:, the province's 
total metallurgical industrial output value reached 1.975 
billion yuan, a 15.93 percent increase over the same 
period of 1969 and the metallurgical industrial enter- 
prises across the province iulfilled their first-half produc- 
tron plan on schedule. 


Shandong Official adresses Industrial 
Production 


SK 2806073490 Jinan Shandong Provincial Service 
in Mandarin 2200 GMT 25 Jun 90 


[Text] In his report on the industrial production situa- 
tion submitted to the 16th Standing Committee meeting 
of the seventh provincial People's Congress, (Sun 
Guangyuan), chairman of the provincial economic com- 
mission, said: Since the beginning of this year, the 
province's industrial production situation has been 
good, however, difficulties and problems remain 
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extremely conspicuous. In the coming months, con- 
* * arp should be made to succeed in the work in 
six 


(Sun Guangyuan) said: Since the beginning of this year, 
panes at all levels and departments in charge of 
ndusirial production in the province have achieved 
remarkable results in trying every possible means to 
maintain stable growth in industrial production by con- 
scientiously implementing the principles of economic 
rectification and in-depth reform. The rate of industrial 
development has picked up each month. In May, the 
industrial output value increased by 11.5 percent over 
the corresponding period last ear Initial results have 
been achieved in economic structural readjustment, and 
light industry has developed in a coordinated manner 
throughout the province. The trend ir the export of 
commodities has been good. From January through 
May, the province's total sum of commodities purchased 
for export and the volume of export °od fore 
exchange respectively registered an 18.7 percent and 23 
percent over the corresponding period last year. The 
number of enterprises reducing or halting altogether 
their operations and the number of unemployed have 
been reduced considerably. However, difficulties and 
problems remain extremely conspicuous. Major indica- 
tors are. Economic results and the growth rate have not 
picked up simultaneously, the mix of consumer goods 
has been seriously out of proportion, and a 
favorable turn hes not been effected in the domestic 
market. 


(Sun Guangyuan) said: In the coming several months, we 
should continue to grasp the work in six fields, regard the 
improvement in economic results as the major direction 
of our endeavors, strive to stabilize the pace of industrial 
development, and ensure the fulfillment of all work tasks 
of this year. |) We should continue to grasp the sales of 
commodities. 2) We should concentrate our energy on 
accelerating the economic structural readjustment. 3) 
We should base ourselves on tapping internal potential 
and strengthening enterprise management. 4) We should 
deepen enterprise reform, and further improve enter- 
prise managerial mechanisms 5) We should strengthen 
ideological and political work, and maintain a good 
mental state. 6) We should further strengthen leadership 
over industrial production and ensure the normal oper- 
ation of industrial production. 


Shanghai Industrial Output Drops Slightly in July 


OW 060803 1390 Shanghai City Service in Mandarin 
2200 GMT 4 Aug 90 


[Text] Shanghai's industrial output in July showed a 
slight decrease due to sustained ‘igh temperatures. 
According to figures compiled by the Municipal Statis- 
tics Surcau, July's industrial output of 9.38 billion yuan 
represents a drop of 1.9 percent from the same month 
last year The cumulative industrial output for the Jan- 
uary-July period, valued at 65.289 billion yuan, is a 0.3 
percent increase from the same period last year. 
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In Shanghai, the central industries increased at a faster 
pace in July, output value increased 9.4 percent com- 
pared with the same month last year, [words indistinct] 
shipbuilding companies all eaperienced an increase in 
output of over 10 percent. Due to the combined effect of 
various factors, including a lack of funds, insufficient 
production orders, repairs to facilities, a | the 

ment of product mix, the output of Shanghai's 
industries in July dropped 3.6 percent in comparison 
with the same period last year. The machine building 
and electronics bureau and the textile bureau showed the 
biggest margin of decrease, | 3.7 percent and 9.6 percent 
respectively 


The raw material industry and energy indust Sof ediun main- 
tained their growth momentum in the midst 

ment. The output of saleable consumer — bh =. 
tained a certain degree of growth while bigger consumer 
items, such as household electrical ucts, continued 
to drop in the quantity of output. Farm materials and 
medical products showed a higher increase in output 


CONSTRUCTION 


Jiangsu To Speed Construction of 15 Key Projects 
OW0508060490 Beying XINHUA in English 
0541 GMT 5 Aug 90 


[Text] Beiing, August 5 (XINHUA)—Jiangsu Province 
will speed up construction of 15 national key projects in 
a bid to insure steady development of the national 
economy, according to “XINHUA DAILY”, the prov- 
ince’s major daily newspaper 


It sand the central government has invested | 7.4 million 
yuan to support the projects. 


This year, the paper said, the province has arranged | 92 
billion yuan in investment to start construction of three 


news projects and continue |2 ongoing projects. 


It 18 learned that these projects focus on energy, commu- 
nications and raw materials. 


The three new projects include the Changshu Power 
Plant and the second-phase of the Zhangjiagang Port. 


The 12 ongoing projects cover the Datun Coal Mine, 
Ligang Power Plant. Lianyungang Port, Nanjing Xinsh- 
enxu Port, Xuzhou railway hub, renovation project of 
the Xuzhou-Lianyungang railway, Lianyungang Soda 
Factory, Yangzi Petrochemical Company, Nanjing 
Automobile Factory, second-phase of Yizheng Chemical 
Fiber Industrial Union Company, the Nanjing, Wuhan 
and Chongqing Optical Fiber (Jiangsu section) and Wux: 
Micro-Electronic Scientific Research Union Company 


After completion, the paper said, the total annual power 


generation of the Changshu and Ligang power plants wil! 
reach 1.08 bilhon kwh, making up one-fourth of the 


generated energy in the province 
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FOREIGN TRADE, INVESTMENT 


peppiomens Mates Ceapeae Gr Catestes Ceneige 


9OCK02874 Beying CAIMAO JINGH [FINANCE AND 
TRADE ECONOMICS] in Chinese No 4, 11 Apr 90 
pp 48-5] 


Article by Cong Xianjian (2582 2009 1696) and Li 
iaoming (2621 2556 2494). “Set Up a Development 

Model for the Chinese Interior's Foreign Trade in Which 

‘Lower Promotes Higher, Import Promotes Export’”] 


Text} I. the Model for the Inte 
~The 


Since the basic national policy of opening up to the 
outside world was established, China has, based upon 
the objective circumstances of regional development 
conditions and differences in level, adopted a “three. 
stage’ development mode! in accordance with policy. 
economic, and technological gradiant flow relative 
responses. The eastern coastal region, making full use of 
its geographical superiority, policy superiority, and labor 
power superiority, making foreign trade its “spring. 
board” and the interior its “prop,” emphasizing techno- 
logical progress, adjusting its industrial structure, and 
swiftly beginning to develop an outward-oriented 
economy, actively took part in international work out. 
flow and international interchange, in which they 
obtained results that were the focus of attention 
Unwilling to ‘ag behind, the central region, judging the 
hour and sizing up the situation, formulated the strategic 
mode! of “intensive-extensive combination, higher. 
lower cycle,” and partially developed some “smal! eco- 
nomic zones,” thereby gradually —288 its economic 
operational mechanisms. In this posture of going by level 
from the eastern region to the central region, the western 
region, drawing a lesson from bitter expenence. is doing 
all it can to catch up, and has formulated a strategic 
policy of “crossing over the central part, uniting with the 
east, and developing the west,” as well as making foreign 
trade the strategic focus of a full set of reforms This 
domestic competition in development has this inspira. 
tion for the development of foreign trade: wherever the 
pace of opening up to the outside world is vigorous. 
foreign trade is develolped swiftly, and importance is 
attached to the importation of advanced technologies 
and to the rational disposition of resources and produc- 
tive forces, there the market's competitive forces will be 
strong, the commodity economy will be developed. and 
hopes will be high. 


Since the Third Plenary Session of the | ith CPC Central 
Committee, the interior has made considerable progress 

in foreign trade undertakings. In the 1978- 1988 period. penod. 
the average growth rate in foreign trade export was abou! 
15 percent, higher than the average growth rate in gross 
output value of industry and ture in the same 
period. However, the — trade undertak. 
ings lag far behind those of the coastal provinces The 
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interiors foreign trade not only has not yet played a 
guiding, key role in the development of the national 
economy, bul on the contrary has been a weak link in 
economic development. Its problems are prominently 
manifested in the following four aspects: (1) The fore 

trade Management system is at 4 lows what to do. Int 

10 years of reform, the interior'’s foreign trade sysiem, 
from first to last, has been unable to get out of the trap of 
“if unity then rigidity, if release then cross over, if cross 
over then restraint, and if restraint then rigidity " Even if 
the interior’s foreign trade management departments 
repeatedly stress that the problems of a single-family 
business, nonseparation of government and enterprise. 
disjointedness of production and marketing, and separa. 
tion of industry and trade must be solved, and have 
adopted contract business, open-door self-run business. 
and other partial reforms, because there has been no 
overall design and because implementation has broken 
down, some enterprises have drifted into formalism and 
have come to a premature end halfway. (2) An export 
production system has not yet been established Be -» use 
the interiors foreign trade organization management 
system and business { system are not sound 
enough, coupled with the lack of a set of orderly policies 
of encouragement and overall plans, the phenomena of 
“branch and piece being disconnected” and of industry 
and trade being separated still exist. An export produc- 
tion system has not yet been established. A large amount 
of the sources of goods have drained away. It is impos- 
sible to form produ tion in which mainstay 
industries and ‘‘fist’—hot-selling—products are dom- 
nant. in which scale supenorities are accumulated and 
overall united action is effected. (3) The export com- 
modity structure is not rational enough The main man- 
ifestations of this are: The interior'’s low-grade primary 
processed products and raw materials-type products 
occupy the main position, about 60 percent. In partic. 
ular, a part of the products (about 35 percent of the total 
amount of exports) lack the competitive capability of 
nonprice factors, and the cost of converting them into 
foreign exchange is high, causing the phenomenon of 
high losses (4) Import and export are separated from 
each other, At present, in the interior’s import and 
export undertakings, “government administration 
comes out of many doors” and there is a lack of overall 
planning. comprehensive coordination. and planned 
coordination The import and export structure has taken 
on contrary and different characteristics, namely, export 
production with resource and labor extensive-type prod- 
ucts as the principal part, and import production with 
capital and technology intensive-t products as the 
principal part, causing a ratchet between import 
and export. On the one hand, stemming from the urgent 
need for economic development, each area does not 
hesitate to compete in internal competition, puts the 
brake on prices within its grasp, “lets the fertilizer and 
the water drain away.” expands exports by means of 
taking high losses, and earns foreign exchange On the 
other hand, cach area makes the pursuit of add-on value 
for its resources its goal, duplicatively imports equip- 
ment and products (software technology trade 1s less 
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than 10 percent), among which a considerable part 
cannot display its effect and has not the slighest relation: 
ship to expanding reexporiation. Unable to form and 
draw in beneficial results, the areas fall into the vicious 
circle in which a big shortage of foreign eachange coes- 
ists with indiscriminate use and waste Of course, the 
causes of the abovementioned problem is many sided In 
foreign trade, internationally there is the subjective 
aspect that there is insufficient effort, and also externally 
the restraint of objective conditions However, the main 
reason is that the interior has never truly put foreign 
trade in a “forerunner” position in the development of 
the national economy. Foreign trade itself also lacks a 
clear standard and a development model that integrates 
the short term with the long term 


For a long time the interior’s foreign trade departments 
have consistently worked with a vague import replace- 
ment-type development model, and its defects are For 
foreign trade the only means of circulation is the imple- 
mentation of a directed-type plan, and it only plays the 
role for the interior's economy of making good omissions 
and deficiencies, being unable to achieve comparative 
interests. Under the guidance of this introverted-type 
foreign trade development model, which makes exten- 
sive development primary and which makes the con- 
sumption of a large amount of physical and live labor the 
price for achieving economic self-sufficiency within each 
province, the interior’s foreign trade and the overall 
development of the national economy are basically dis- 
jointed Independent development of the means of pro- 
duction for foreign trade is a case of a single weak force 
There is a sole dependence on each province's internal 
balanced and closed-type cycle to promote the develop. 
ment of commodity production forces Therefore. the 
intenor’s foreign trade 1s always operating in a low-level 
stable state 


The crux of the present situation in the interior’s foreign 
trade provides the following inspiration for self- 
development the overall improvement and rectification 
of the foreign trade situation already obviously brooks 
no delay. Only by as fast as possible smoothing out the 
interior’s foreign trade management system and organs. 
zational forms, pertecting the export production system. 
optimizing the export commodity structure, unifying the 
management and operation of import and export under- 
takings, and improving overall quality can a “microchi- 
mate” be formed for the development of the interior’s 


foreign trade 


Summing up what has been said. the interiors develop- 
ment model for foreign trade must be changed as fast as 
possible, and it should be the interior’s national 
economy “forerunner” industry plus key development 
for foreign trade, thereby spurring the progress of other 
industnes 
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Il. Connotations and Concepts for the lnerior's 
Development Model for Foreign I rade 


We think that for the interior's foreign trade a “leaping 
type” t model should be selected and estab- 
lished, a in which “lower promotes higher, | 
promotes export.” This would be a high-standard 
develolpment model in which internal and external are 
integrated. Its functional demands is in accordance with 
the characteristics of a dynamic balance, through import 
and export of regional and social elements, promote the 
optimum combination of important production ele- 
ments at a fairly high level, and improve labor results, in 
order to satisfy society's daily growing demand Its 
internal mechanism is: with import as the lever, with 
export as the goal, with tech importation as the 
key, and with the development of leading export com- 
modity production as th. center, promote the change of 
the foreign trade export business structure from the 
closed type to the open type. and directly effect a leaping 
development from low level to high level Its basic 
content is with an export foundation of low-grade pri- 
mary products in which cach province in the interior 
possesses superiority in resources, it, at a fairly high 
starting point and in a planned manner, imports from 
abroad modernized, advanced, suitable new high-tech 
software and hardware equipment. and digests and 
absorbs them, improving the processing depth and add- 
on value of labor-intensive products, afler which making 
a main turn to fairly high-grade seriated finished prod- 
ucts. In this way, on the foundation of constantly 
improving scientific and technological progress and 
commodity foreign exchange-carning results, there will 
be an alternating cycle, mutual promotion. and “ey port 
substitution 


“Lower promoting higher” is the correct choice in inte- 
grating the near term with the long term, and in gradually 
switching from primary external orientation to sec- 
ondary external orientation. In the near term “lower” 
means the interior economy's relative superiority and 
foreign trade focus. The interior has fairly abundant 
natural fiber resources, mineral resources, and agncu- 
laral and sideline, local and special, and animal hus- 
bandry products. Labor is plentiful and cheap, but the 
product processing techniques are fairly backward. The 
industrial level is low and is in a “virtual height” state. 
At the same time, the level of the interior’s market 
consumption is fairly low. Therefore, the interior has a 
fairly big supernority for develolping labor-intensive low- 
grade products. In addition, in recent years the devel- 
oped countries have adjusted their product mix, yielding 
to China the “two yarns and two cloths” and other 
low-grade textile products (many concentrated in the 
interior provinces). The coastal cities are all textile and 
clothing industry “processing-type™ cities, and depend to 
a great degree on the interior, From a look at the 
quotations on the international market, we see that the 
results of low-grade products are also highly objective. 
For example, for each ton of cotton yarn produced, 
about $1,670 in foreign exchange is used, and the export 
selling price is $2,350. Therefore. in a planned and 
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measured way in the interior to develop some yarn 
spindles, in an organized and scientific way to carry out 
scaled eatraction and refining of some rare ore resources, 
and making overall plans, make the processing of a 
large amount of agricultural, sideline, local, and special 

ucts increase in value and will raise the packaging 

_ With this the export of low-grade primary products 
will expand and additional foreign eachange will be 
earned, 'n the short-term export tasks, this is still a link 


that must be tightly grasped. 


From the long-term view, “higher” is the important goal 
in the development of the interiors economy and foreign 
trade. Following the daily rise in the “rate of deprecia- 
tion” in science and technology, the people's consump. 
tion level and labor productivity rate also rose con- 
stantly In recent years there has appeared a trend on the 
international market to develop in the direction of serial 
finished products. Its characteristics are high-grade 
commodities, which earn more foreign exchange and 
obtain better results, and new high-tech commodities 
and commodities with a wide distribution, which have 


fairly strong itive power on the market. The more 
a country has economic technologies, the 
more it develops high-tech commodities and the higher 


its proportion of high-quality finished products 
becomes. This shows: more a low-level transforma. 
tion is the economic structure of the production center, 
the more it lacks elasticity and the smaller the circulation 
of important production elements High-level transfor- 
mation is the main indicator of progress and 
economic development Therefore, the stopover point in 
the development of the interior’s foreign trade must be 
placed on the high-level export commodity structure. 
establishing the idea of “high-tech takeoff,” gradually 
changing the motive power of foreign trade development 
from a dependence on extensive-type quantitative 
growth to a dependence on intensive-type qualitative 
improvement, concentratedly making use of foreign cap- 
ital, importing technologies, implementing key input. 
and increasing the export proportion of “smart” tech- 
nology intensive-type products and other new high-tech 
products. 


The development focus of “lower promoting higher” 
makes resource-type products the foundation, integrates 
their immediate supenorities with their latent superior- 
ities, and as fast as possible makes four major changes: |) 
it changes export resource-type primary products into 
principal export finished products, 2) it changes export 
low-grade products into main export high-grade com- 
modities, 3) it changes extensive processing to intensive 
in-depth processing. and 4) it changes dependence on 
traditional technologies for expansion in quantity into 
dependence on technological progress for improvement 
in quality. 

“Import promotes export’ not only means the integra- 
tion of import and export in the general sense. It is a 
comprehensive, alternating single-and duplicate-type 
cycle in which exports draw in imports and in which 
imports promote exports. Its starting point and stopover 
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poimt are both in “export,” and the objective of 
“import” is to raise the technological level of the local 
dominant export industries, accelerate export com- 
modity escalated exchange, and, through “importation 
of technology—digestion and absorption—expansion of 
exports,” form a benign cycle in foreign trade and export 
production, and ng an appropriate scale effect and 
optimum export substitute result in the interior's export 
production and business system. 


The key point in the interior’s foreign trade development 
model of “lower promotes higher, import promotes 
export” is: (1) /ntegration of the with the 

This development model has a but this focus is 
that of progressive changes produced following the con- 
stant changes in temporal and spatial conditions, market 
environment, and production technology Between the 
focus and the (lower and higher, import and 
export) there is no relationship of this one declining and 
that one ng. From beginning to end, they are 
dynamically integrated and interdependent. They do not 
belong to a development model in which all things 
advance simultaneously. (2) /ntegration of trade and 
production. This means making foreign trade the basic 
condition for guiding the development of production, 
and, through the intermediary of technological progress. 
making foreign trade and production promote each 
other, improve in common, and develop in coordina- 
tion, forming a blended pattern in which industry and 
trade are one and agriculture and trade are one (3) 
Integration of resources and markets This development 
model considers both the condition of resources for 
export production and the trends in the market environ. 
ment, and also makes the satisfaction of people's con- 
sumption demands in life its goal. Therefore. it has a 
certain competitive capability on the market and has a 
stable structural rigidity. (4) Integration of the externally 
ortented and the internally oriented This means making 
the internally oriented economy in which import subst:- 
tion is primary the starting condition, developing in 
leaps, and heading toward the externally orented 
economy in which export substitution is primary In 
essence, this is a two-way mutual-aid development 
model in which the internally onented economy and the 
externally onvented economy are ically integrated 
(5) /ntegration of speed and results. This means changing 
from making extensive developmert primary to making 
intensive development primary. Its principal ways are to 
depend on technological progress, to develop from 
extensive to intensive, and to improve the quality of 
export products, the labor productivity rate, and the 
scaled production business. Its results are bound to 
produce a combined effect of high speed and good results 
coexisting with efficiency as the main exciting cause. 


Interior's 


i. Concepending Tasks for 
Development for Foreign Trade 
A. Establish an effective administration and manage. 


ment system. The basic ideas of reform are To make a 
clean break between the foreign trade and economic 
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relations committees (bureaus) of all provinces, prefec- 
tures (cities), and counties, which are centered on admin. 
istrative and management functions, and the state 
trading corporations, which have administration and 

t as their central functions, strictly sepa- 
rating them, turning administrative direct commands 
into indirect controls, smoothing out the relationship 
between the government and the enterprise and the 
relationship between organizations, promoting the basic 
conditions for foreign trade businesses and enterprises to 
do business on their own initiative, and fully releasing 
the business vigor of foreign trade enterprises At the 
same time, we must bestow on middie-grade cities the 
jurisdiction to open their doors to self-administration, 
and, in a planned and measured way, make the gradual 
transition from a partial opening of the door to a 
complete opening of the door, achieving in all provincial 
foreign trade administration and management depart. 
ments a development of administration under overall 
planning. Within each state trading corporation a sub- 
sidiary may be set up in accordance with its professional 
type, and become a relatively independent economic 
entity with sole responsibility for its own profits and 
losses, cach attending to its own business and doing 
contract business. In the short term cach state trading 
company will put into place support in two aspects on 
the one hand, establishing with the production enter. 
prises in various places organic economic and technolog- 
ical relations, on the other hand, establishing close 
partnership relations with each foreign trade specialized 
corporation in each province, gradually making the 
transition from the self-run and agent “dual track” 
integrated business mechanism to complete open-door 
self-run business 


B Establish macroeconomic guidance and supervision 
organizations. An organization is an important guar- 
antee for effectively implementing the new model. It 1s 
suggesied that in the interior the economic relations and 
foreign trade department of cach province and the 
first-level foreign trade and economic relations of the 
prefectures and cities set up “comprehensive develop- 
ment offices.” This kind of office would be a profes. 
sional development guidance organization of an advi- 
sory and research nature Its main functions would be 
(1) With the economic relations and foreign trade 
department of the province as the nucleus, and with the 
international market as the guide, give overall consider. 
ation to the development of regional foreign trade, unif\ 
the interior and unify the outer areas, coordinate and 
organize the establishment of an export production 
system and the optimum adjustment of the export indus- 
trial structure. (2) Coordinate closely the relationship 
between foreign trade on the one hand and industry. 
agriculture, and technology on the other, and organize 
and implement the production and the honoring of 
agreements in export commodity plants. (3) Conscien- 
tiously investigate and study, timely feed back the prob. 
lems and trends in foreign trade work, and make sugges- 
tions. (4) Implement all the export award policies and 
the foreign exchange retention provisions in order to 
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preserve the enthusiasm for production and business of 
all quarters. (5) Guide and supervise the direction of the 
import and export of local production enterprises and 
basic-level foreign trade departments, achieve export 
commodity planning, import technologies in a focused 
manner, Opisnize the import structure, restrain import 
behavior, and achieve the optimum di tion of 
resources, products, and technologies (6) ish an 
export subsidy fund and eaport rir) fund, be responsible 
for centralizing management and use, and, in line with 
the transformation into an international market and the 
actual situation in production, flexibly adjust com- 
modity selling prices, stabilize the source of resources, 
and guarantee the completion of the task of earning 


foreign exchange by export 


C Establish a leading export commodity production 
system. This is an important foundation for stabilizing 
and expanding the sources of export goods and for 
developing the interior’s foreign trade Three aspects 
should be grasped well: |) in line with the interior’s 
resources and industrial conditions, rationally deploy 
the leading export production ystem and form regional 
and special socialized large-scale production, 2) with 
“fist —hot-selli ucts, which have a high indus- 
trial-relational and good results in earning foreign 
exchange by export, as the “faucet,” strengthen the 
integration of industry, technology. and trade, organize 
enterprise groups, and, in accordance with the principle 
of “optimum combination, overall planning, display of 
strengths and avoidance of weaknesses. and develop- 
ment as one body,” form an open, overall, multilevel, 
multifunctional “colonized” criss-cross export produc- 
tion network, and 3) with the backbone enterprises of 
large- and medium-sized cities a) the central prop, with 
the county (city) enterprises as the support forces, and 
with the rural bases as the important foundation, estab- 
lish, with the region as the unit, a “chain-type export 
industrial structure and a step-type export commodity 
structure.” Al the same time, we must, in line with the 
principle of comparative interests, for the leading export 
production system use international market prices to 
check and ratify input and output results, to check and 
ratify the system's shared proportion in earning forcign 
exchange by export. To change the planning system, 
while assessing its indices for carning foreign exchange 
by export, make the foreign exchange commission cost 
the important index for assessment, guide the enterprise 
production system to pursue international trade compar- 
ative interests, lower domestic consumption and stress 
business quality and results 


D. Formulate preferential policies that encourage export. 
Because China's market mechanisms are not sound 
enough, some commodities sell better in China than 
abroad In addition, with the attraction of the high prices 
in the coastal areas, for a considerable part of the 
intenor'’s large- and medium-sized export production 
enterpreses. the exchange rate at the port is less than half 
the export rate Therefore, | is urgently necessary to 
forumulate some preferential policies that encourage the 
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development of production and the sending of eaport 
products to our ports: |) Give priority consideration to 
arranging for the leading eaport production sysiem the 
enterpises’ production and construction investment and 
the technological transfer of item loans (especially for the 
importation of technologies), and consider giving them 
special-item discount loans. 2) To develop new high-tech 
export products, allocate special funds for trial- 
manufacture costs, and for three years reduce or remit 
the levying of income tax on them. 3) Conscientiously 
implement the policy of “large-scale optimization,” 
ving the maximum protection of a local nature to the 
nds, energy sources, raw materials, and transportation 
of enterprises in the leading caport production sysiem. 4) 
The special factories, bases, and export enterprise groups 
in the leading export production sytem, after completion 
of the annual assessment and ratification of indices, are 
to implement the method of linking the total amount of 
wages with the total amount of ae tigen toes 
The foreign exchange that is retained can be h than 
the normal export production enterprise's 15 percent, 
and the proportion of award and welfare funds extracted 
can be higher than 30 percent, in order to accelerate the 
pace of the interior’s foreign trade main body construc. 
tion. 5) The exchange retained must be deeply 
and directly li to the processing of export commod- 
ities. The higher the grade the greater the retention, and 
the tax departments should also lower the tax rate on 
finished products and on high-grade export commod:- 
ties. Foreign trade departments can set up commodity 
quality awards, packaging awards, and awards for new 
a oho & i dee commod.- 
ites to develop in the direction being high-grade 
finished products. 6) Foreign trade departments must 
raise money for the setting up of export risk funds and 
subsidy funds, and fix the lowest protective price for 
leading export commodities, in order to insure the 
effective completion of foreign trade tasks and goals 


(Writer's work units: Economic Research Center in the 
Xiangfan City Government and the same city's Textile 
Industry Corporation—both in Hubei Province) 


Problems in Delegation of Foreign Trade 
Contracting 

90CE0321A Beijing GUOJI MAOYI WENTI 
INTERNATIONAL TRADE JOURNAL] in Chinese 
No 5, 30 May 90 pp 53-54 


[Article by Song Guohua (1345 0948 $478) “Conflicts 
Encountered Following City-Level Separate Foreign 
Trade Contracting, and Their Remedies”) 


[Text] The initiation of separate foreign trade con- 
tracting in China in 1988 aroused foreign trade business 
interest in foreign exchange-carning exports, and pro- 
moted development of the country's foreign trade How. 
ever, because city level separate contracting was not 
thorough going and since attendant economic system 
reforms were not made, city level foreign trade encoun- 
tered new conflicts in separate contracting. Only by 
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recognizing and ually solving these conflicts will it 
be possible to further reinvigorate city foreign trade 
enterprises and bring about a new situation in the 
earning of foreign exchange from exports. 


The main conflicts encountered in the institution of city 
level separate foreign trade contracting were as follows: 
Conflicts generated by frictions between foreign trade 
system reform and the old system, business conflicts 
between production enterprises and foreign trade enter- 
prises, and conflicts generated by price system inequi- 
ties, etc. These conflicts showed up in the several regards 
discussed below. 


1. Conflicts Between Separate Contracting Provisions 
and Operating Rights 


According to separate contracting regulations, separate 
contracting is to be done for city level foreign trade, 
cities contracting foreign exchange receipt base figures 
with provinces, and turning over to the central govern- 
ment foreign exchange base figures and base figures on 
renminbi subsidies contained in export foreign exchange 
receipt base figures. Foreign trade companies in pilot 
project prefectures and cities are to engage directly in the 
import-export business. As of today, however, city level 
foreign trade enterprises still have no real import-export 
operating authority. For example, city level foreign trade 
enterprises may not deal directly with customs officials 
in ports of entry and exit, port customs authorities will 
not register them to do export business, and they still 
need a provincial foreign trade enterprise to act as an 
agent for them. They have no authority to take part in 
export commodity trade fares, and have no choice but to 
participate as a provincial foreign trade enterprise in 
order to fulfill their separate contracting base figures. 
Such a situation of contracting three base figures without 
being given operating authority for contracting dampens 
grassroots level foreign trade enterprises’ enthusiasm for 
exporting to earn foreign exchange. 


2. Conflict Resulting From Unequal Competition 
Between Inland Ports and Coastal Ports 


By comparison with inland ports, coastal ports enjoy 
exceptional advantages. Furthermore, a series of tilt 
policies favor coastal seaports in terms of prices and 
foreign exchange retention. The inequality in competi- 
tive condiuions makes inland enterprises producing for 
export want to export directly through coastal ports and 
not export from inland. This directly affects fulfillment 
of inland separate foreign trade contract quotas. 


3. Conflict Between Internal and Foreign Sales 


The country’s currency inflation of recent years has 
caused a rise in production enterprises’ product costs, 
while prices obtained {or products in foreign markets 
have not been affected by domestic market fluctuations. 
This has distorted demand and prices of some products. 
Producing enterprises’ economic returns from exports 
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are poor, sO Numerous enterprises feel i 1s better to sell 
in domestic rather than foreign markets, and that it is 
better to make a profit than to earn foreign exchange. 
This has seriously impaired the development of interna- 
tional markets. In addition, because there is no meshing 
and transition between the contracting of profits and 
taxes and the contracting of foreign trade within the 
same enterprise today, economic regulation levers dif- 
fering, those enterprises that contract profits and taxes 
lack motivation and pressure to export in order to earn 
foreign exchange. At the same time, it requires enter- 
prises foreign trade contracting quotas to fulfill 
profits tax contracting quotas. Today, when returns 
from exports are low, enterprises are caught between a 
rock and a hard place. 


4, Conflict in Relative Export Commodity Costs 


Costs vary for the export of different commodities to 
earn f exchange. Because of the lack of uniformity 
in costs of earning foreign exchange through the export 
of products, a great disparity exists between high and 
low. After institution of separate contracting in foreign 
trade, everyone rushed to export lost cost products 
resulting in a serious outflow of stocks. Commodities 
that could be exported suffered from a shortage of supply 
that made fulfillment of separate foreign trade quotas 
impossible, while even if one wanted to export high 
production cost products, it would be impossible to do so 
because of insufficient local financial resources. This 
inevitably produced two consequences: a “liriveling of 
the overall scale of exports, and stimulation of a general 
rise in prices of low production cost products. 


5. Conflict Between Production Enterprises and Foreign 
Trade Enterprises 


Institution of separate foreign trade contraciing shifted 
the focus of conflicts between production enterprises and 
foreign trade enterprises to various local levels. The 
provinces contracted to cities, counties, and production 
enterprises the foreign exchange quotas that they had 
contracted with the central government, and ultimately 
the task of fulfilling foreign exchange quotas fell on 
production enterprises. When raw and processed mate- 
rials and capital were hard to come by, and when 
production enterprises had no assurance of being able to 
retain foreign exchange carnings, but foreign exchange 
earned from foreign trade contracting had to be tendered 
to the central government each month for apportion- 
ment nevertheless, this doubtlessly constituted a hard- 
ship for export product production enterprises. There 
was a saying, “the greater the exports, the greater the 
losses; the the exports, the fewer the losses, no 
exports, no losses.” Such a practice at a time when 
production enterprises already lacked sufficient reserve 
strength made it difficult for enterprises to survive. 
Some production enterprises tried every possible means 
of ridding themselves of all contacts with foreign trade 
enterprises. Should they suddenly find other sales chan- 
nels, they frequently did not hesitate to tear up their 
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contracts with foreign trade enterprises, causing them 
definite hardships in the fulfillment of their separate 
contracting quotas. 


Conflicts revealed in the wake of separate foreign trade 
contracting show some as being attributable to the pre- 
vailing foreign trade system, and others attributable to 
macroeconomic control. The writer believes that the 
departments concerned should conduct a thorough study 
of these conflicts and adopt attendant remedies as 
quickly as possible The following suggestions are offered 
in this regard: 


|. Need for uniformity in trade policies. First of 
all, the state should overhaul separate foreign trade 
contracting enterprises. The state should then approve, 
at once, operating authority and the right to 
operate as equals to those city level foreign trade enter- 
prises that meet requirements for running an import- 
export business. Second, policies for the stimulation of 
exports should be uniform. All products 
foreign exchange, no matter their place 
kind of enterprise that produced them, 
equal preference Should it be necessary to adopt special 
policies for any given areas, these policies should be 
limited to the export production realm, and not applied 
to the export circulation realm. 


competition law,” a “new commodities protec- 
tion law,” and at different times and for di t com- 
modities, a “maximum procurement price,” and a “min- 
imum export price.” Effective follow-up and supervisory 
methods should also be established, the banks, customs, 
applied laws, and economic and administrative regula- 
tion and control methods used to guide the direction of 
enterprises’ business dealings, and to punish dealings in 
violation of the law. 


3. Adoption of preferential policies. Foreign trade pro- 
duction enterprises have a distinctive way of producing 
and doing business in the current economic structure, 
namely that they produce in an economic environment 
of scarcity, and sell in an economic environment of 
surplus. They experience substantial difficulties in both 
obtaining materials for production and in selling their 
products. Thus, preferential policies should apply to 
taxation, capital, and the supply of materials for such 
enterprises in order to create fine external conditions 
that enable them to obtain economic reimbursement. 
First is preferential taxation. Enterprises whose export 
product output value reaches more than 50 percent of 
the enterprise's output value for the year should have 
their income taxes, added value taxes, and bonus taxes 
reduced or annuled. Enterprises whose aftertax profit 
retention is hurt as a result of insuring export quota 
fulfillment should have their regulation taxes suitably 
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reduced or annuled Second is preferential treatment in 
the use of foreign exchange. All the foreign exchange that 
en that carn foreign exchange through exports 
are cligible to retain be returned to them When 
foreign exchange is needed to import technology and 
equipment for the purpose of expanding foreign trade 

ion capabilities, priority should be given for 

exchange loans, and permission should be given 
to repay the loans out of pretax new foreign ecachange 
earnings. Third, every effort should be made to insure 
supply of the energy, materials, and elects. power 
needed in production by foreign we et 
prises. Transportation departments should ¢ pr. 
ority arrangements for vehicles and ships needed for 
export materials, and banks should give priority to 
solving the shortage of funds. Fourth is the formulation 
of a bonus policy for the earning of foreign exchange 
Bonus income that foreign exchange-earning export 
enterprises obtain from foreign trade departments 
should be handled as aftertax retained profits by enter. 
prises. Production en ses that make a major contn- 
bution in supporting fulfillment of foreign trade contract 
quotas, should be given major bonuses 


4. Renewal of a sense of responsibility to improve service 
quality. Foreign trade enterprises should establish a 
concept of service to production enterprises for the 
development of new relationships of mutual trust and 
mutual cooperation They should change their business 
psychology, improve the transparency of foreign trade 
policies, prices, and profit retention, and carry out a 
policy of small profits but quick turnover that enables 
production enterprises to gain economic benefits. In 
addition, they should provide services to production 
enterprises in the provision of information, technology, 
equipment, foreign exchange. funds. and primary and 
supplementary materials 


Vice Ministers Discuss Foreign Economic 
Relations 


OW2207125690 Beijing International Service 
in Mandarin 0900 GMT 6 Jul 90 


[From the “Report on Current Events” program] 


[Text] Dear listeners, issue No. 6, the most recent, of the 
monthly GUOJI SHANGBAO [as received] (INTER. 
NATIONAL BUSINESS NEWS) reported at length on 
an analysis of China's economic and trade issues given 
by Li Lanqging and Shen Jueren, vice ministers of foreign 
economic relations and trade. The vice ministers also 
explained China's economic relations and trade with 
foreign countries. A substantial amount of information 
was released for the first time by the ministry's officials 


in the report. 


On China's isolation in foreign economic relations and 
trade, Vice Minister Li Lanqing said: China hopes to 
actively develop economic relations and trade with all 
Western nations. It has always attached great importance 
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to Sino-U.S, relations, taken a strong stance on a bal- 
anced expansion of Sino-Japanese trade, and expected 
that the formation of a large market within the EEC will 
Se am to promoting bilateral economic relations 
and trade. 


Vice Minister Li Langing said: China is willing to 
continue to maintain and develop cooperative economic 
relations and trade with the Soviet Union and Easi 
European countries. He also disclosed that the bilateral 
trade will be gradually changed to spot exchange trade 
[xian hui mao yi). 


Li Lanqging said: While actively promoting trade between 
the two sides of the Taiwan Strait China will develop 
economic cooperation and trade with the Hong Kong 
and Macao region in various fields, at multiple levels, 
and in different forms. 


Vice Minister Li reiterated that China maintains only 
nongovernmental trade relations with South Korea and 
scientific and technical exchange with Israel, and that 
—2* has no economic relations and trade with South 
Africa. 


Discussing a number of economic and trade issues, vice 
minister Li said: Prices of Chinese products, especially 
farm and sideline products, are distorted in the domestic 
market, and there is a disparity between the official 
renminbi currency and market exchange rate. Under 
such circumstances, the Chinese Government has to 
provide a little provisional economic subsidy to export 
enterprises. Such an economic subsidy is a provisional 
measure of a developing country to realize its own 
socio-economic plan. 


Li Lanqing said: The amount of ammunition exported 
by China is rather limited. China has always adopted a 
prudent and responsible attitude toward ammunition 
trade, and strictly observed the following three princi- 
ples: First, such trade will help build up a country’s 
legitimate self-defense capability. Second, it will help 
safeguard and promote the peace, security, and stability 
of the region concerned. Third, it will not interfere in 
another country’s internal affairs. 


Li Lanqging said: Utilization of foreign capital is a major 
part of China's opening to the outside world and eco- 
nomic cooperation with foreign countries. At the 
present, relevant state departments and local govern- 
ments at various levels are doing their best to help 
foreign-funded enterprises. With improvement in the 
macroeconomic environment and economic order, for- 
eign businessmen will feel more secure about their 
investment in China, their operations will become more 
effective. and they will obtain lawful profits. 


Discussing Sino-Japanese economic relations and trade, 
Vice Minister Shen Jueren said: Japan is China's top 
trading partner. China has attached great importance to 
developing economic relations and trade with Japan. In 
1990, China and Japan will continue to expand bilateral 
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trade in a balanced manner and 417 A —2* 
nese enterprises to invest in China, It is hoped that 
the Japanese Government will further relax restrictions 
on technology transfer to China. 


ECONOMIC ZONES 
Shang Plans Development Companies in 
or 
HK2S /590 Beijing CEl Database in English 
25 Jul # 


[Text] Shanghai (CEIl)}—Three development companies 
will be set up soon in Pudong by the Shanghei Municipal 
Government to speed up the development of the new 
economic zone. 


According to authoritative sources, these companies 
include the Waigaoqgiao Free Trade Zone Development 
Company, the Jingiao Industrial Zone Development 
Company, and the Lujiazhui Finance and Trade Devel- 
opment Company. All the three companies are open to 
foreign investors as share holders, the sources said. 


Development of Shenzhen Stock Market 


9OCE0254B Shenzhen SHENZHEN TEQU BAO 
in Chinese 29 May 90 p 1 


[Interview by staff reporter of unnamed representative 
of the Shenzhen branch of the People’s Bank of China; 
date, place not given] 


[Text] In response to the circular issued by the Shenzhen 
municipal government on tightening stock market con- 
trol, and banning illegal under-the-counter stock trans- 
actions, this newspaper conducted a special interview 
with a representative from the agency overseeing the 
Shenzhen stock market—the Bank of China's branch at 
the Shenzhen Tequ [special zone], and asked the bank 
official in charge to answer a few related questions. 


[SHENZHEN TEQU BAO] The Shenzhen stock market, 
as a new reform feature in a period of growth, needs 
nurturing. Why did the municipal government issue this 
circular? What effect will it have on development of a 
market in Shenzhen? 


[Official] We must first understand that banning illegal 
under-the-counter transactions outside the market is in 
the interest of the public, and not a means to stop legal 
trading in the stock market. The purpose of the circular 
is to allow trades to be carried out in a fair and orderly 
environment. The Shenzhen stock market is a new 
undertaking growing out of new reforms in the 
mechanics of business and finance operating in the 
special zone. After several years of nurture and growth, 
the following achievements have been noted: changes in 
the mechanics of enterprise operation to increase effi- 
ciency; responsibility toward the public by stock-holding 
enterprises entering the market, which is an effective 
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means of enterprise supervision by the public; conver- 
sion of social expenditure funds io an accumulating fund 
and increasing the investment awareness of e etc, 
These are changes we should support and protect. 


However, management of the growing Shenzhen stock 
market is in the ; ocess of being perfected step-by-step. 
For example, many city residents are concerned about 
the fact that many illegal transactions sking place 
outside the market at present. This con... is reflected 
by the attitude of numerous cadres and members of the 
general public directed toward the municipal govern- 
ment, asking that this situation in the stock market be 
corrected, Furthermore, in the last month, at least a 
hundred persons have been seen congregating every day 
to conduct private trading activities, Not only is this not 
the standard form of buying and selling, what is more 
important is that according to the banking rules of the 
PRC and regulations of the offices of business adminis- 
tration and pubiic safety, such activities are illegal and 
should be stopped. 


By banning illegal under-the-counter trades outside the 
market, and demanding that all stock transactions be 
made through a stock brokerage agency will help 
Strengthen management of the stock market in the 
future, beneficially create a market that is good, fair, 
open and just, prevent possibility of opportunistic fraud 
being committed, and protect the legal interests and 
rights of most investors. The city is adopting a drastic 
measure to establish a new stock market protocol, the 
purpose of which is to allow this exploratory reform of 
the stock market to be carried out smoothly in a healthy 
direction. 


[SHENZHEN TEQU BAO] Can you talk about the 
reasons why illegal trades outside the market take place? 
What are the ill effects of such activity on the large 
number of investors? 


[Official] In the last three years, some pilot enterprises 
with restructured ownership systems created some 
requirements that allowed the issue and sale of their 
stocks to go public after approval by the municipal 
government. For several years, these enterprises, in 
varying degrees, have obtained relatively better ratings 
that they had in the past. The exemplary effect of such 
investment benefits attracted many new investors, even 
though new stock issues were unable to meet an ever 
increasing demand. Consequently, many investors 
placed large sums of money into the stock market that 
resulted in a volume of trading activity that has been 
increasing by the month this year. In May, the average 
daily trading volume has exceeded 2 million yuan. Such 
growth has greatly exceeded our level of management 
and service capacities at present. For example, the 
amount of business space available for trading activity, 
the amount of hours open for business and followup to 
register transfers, etc., cannot keep up with the demand. 
Moreover, part of the public does not understand the 
illegality and danger of trading under the counter outside 
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the market, and look only at its convenience. This is one 
of the reasons that illegal trading outside the market has 


cropped up. 


However, we should point out that to achieve the 
greatest profit possible through busy buying-low and 
selling igh manipulations, some opportunistic elements 
have deliberately avoided using the regular stock trading 
channels to create a “laissez faire zone.” Some indi- 
vidual speculators will use the freedom of this “zone" to 
manipulate the market, for some non-thinking followers 
to pursue blindly to achieve their goal of illegal profi- 
teering. This is another reason that the illegal under- 
the-counter market exists. 


If the public follows blindly, they can easily lose money. 
Because some illegal elements can easily use the under- 
the-counter market to commit fraud, it is highly possible 
for the public to purchase bogus stocks or stocks that 
were reported lost. On the other hand, with opportunists 
bidding up stock prices, many medium and small inves- 
tors are likely to sustain economic loss etc. In the final 
analysis, those hurt the most are still the medium and 
small investors. 


[SHENZHEN TEQU BAO] How wi!! !egal stock trading 
be carried out after illegal under-the-counter trading has 
been banned” 


[Official] After the illegal under-the-counter market has 
been banned, and legal trading is conducted jointly by 
the Bureau of Business Administration, the Bureau of 
Public Safety, and the People's Bank under the unified 
leadership of the municipal government, we do not want, 
and I repeat we do not want, trading to decrease because 
of this change. We expect to adopt an active cleanup 
policy to resolve the current problem. 


After under-the-counter trading has been banned, all 
trading activity must be conducted through a stock 
brokerage agency. That is to say, the sale and purchase of 
stocks must take a form of assignment given a brokerage 
agent who also takes care of the transfer. To prevent any 
curtailment of trading activity to any great extent, and to 
allow transactions to proceed in an orderly and efficient 
manner, we will adopt the following measures to 
strengthen management and improve service: 


1. Purchase and sale of stocks by individuals or group 
units, the transfer and registration of stocks, and the 
posting of capital gains and dividends on them must be 
done with proof of residence or valid power-of-attorney 
documents, to facilitate management of this business 
process by reponsible agencies, stock brokers, and com- 
panies whose stocks are coming on the market. Where 
information on present stocks are not consistent with the 
individual's status, a set time period is allowed for 
corrections to be made. 


2. A power-of-attorney document is required for the sale 
and purchase of stocks made on behalf of others. Also, in 
accordance with international custom, rules are set for 
high-low closing figures. That is, the cost or return to the 
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ammgnee cannot be 10 percent higher or lower than the 
closing figures for a particular stock on the previous day. 
The cost of sale or purchase by the assignee follows the 
principle of price, the first priority; and timing, the 
second priority. Fair sales and purchases are to be made 
at stable market prices. 


3. The stock broker should improve on the efficiency of 
stock transfer and registration, the time allowed to 
complete this procedure not to exceed seven days. 


4. Revise business hours, by adding business hours at 
noontime, and changing staff days off on Saturdays and 
Sundays to other days to help meet customer needs. 


Shenzhen Sees Steady Economic Growth 


HK2507124190 Beijing CEI Database in English 
25 Jul 90 


[Text] Shenzhen (CEI)}—The Shenzhen Special Eco- 
nomic Zone [SEZ] in south China's Guangdong Prov- 
ince saw sustained, steady and overall increases of major 
economic indices in the first half of this year, according 
to the local government. 


The SEZ’s half-year industrial output reached 7.8 billion 
yuan, up 27.8 percent over the same period of last year, 
and the half-year value of industrial exports was 3.98 
billion yuan, up 45.3 percent. The proportion of indus- 
trial exports among the SEZ's total exports rose to 59.9 
percent from the 52.7 percent a year ago. 


In the half-year period, the SEZ’s foreign trade volume 
increased 21.3 percent over a year ago to reach 3.115 
billion U.S. dollars, with export up 23.4 percent to 1.817 
billion dollars. 


The SEZ’s half-year retail sales reached 3.059 billion 
yuan, up 7.6 percent over a year ago. 


The local government registered 1.024 billion yuan of 
revenues and 469 million dollars of foreign exchange 
settlement in the period, up 60.9 percent and 21.3 
percent respectively over a year ago. But the SEZ’s 
outlay was not made public. 


The SEZ’s half-year capital investment dropped 25.7 
percent from a year ago. However, construction of major 
infrastructure projects as part of a move to improve the 
investment environment has not been suspended. 


Deputy Secretary Inspects Yantai Economic Zone 
SK 1407052590 Jinan Shandong Provincial Service 
in Mandarin 2200 GMT 13 Jul 90 


[Summary] While conducting investigation and study at 
the Yantai Economic and Technological Developmental 
Zone on 13 July, Ma Zhongchen, deputy secretary of the 
provincial party committee, pointed out: In carrying out 
reform and opening to the outside world, we must 
further emancipate our minds, renew our concepts, 
make full and flexible use of policies of the central 
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authorities, and give the green light to the development 
of the Yantai Economic and Technological Develop- 
mental Zone in various fields. 


Since the beginning of the construction in March 1985, 
the Yantai Economic and Technological Developmental 
Zone has signed u total of 118 contracts, valued at $255 
million, on importing from foreign countries and on 
cooperation with other localities in the country. In the 
first half of this year, this developmental zone realized 
96.65 million yuan in industrial output value, an 
increase of || percent over the corresponding period last 
year; and created $17.95 million in export and foreign 
exchange, an increase of 38 percent. 


After hearing a report on the situation of this develop- 
mental zone, Comrade Ma Zhongchen and responsible 
comrades of pertinent departments at the provincial 
level pointed out: The development of this develop- 
mental zone is very inspiring. To make reform and 
opening up a success, we must further emancipate our 
minds, and make full and flexible use of policies of the 
central authorities. In addition, we should formulate 
some supporting measures in line with the reality to 
support and encourage the development of this develop- 
mental zone in various fields. 


POPULATION 


Suggestions for Using Fourth Census Data 


90CE0292A Beijing RENKOU YANJIU 
(POPULATION RESEARCH] in Chinese No 3, 
29 May 90 pp 45-47 


[Article by Qiao Xiaochun (0829 2556 2504) of the 
Population Institute at China People’s University: 
“Developing and Using Data From the Fourth Census”’] 


[Excerpts] [passage omitted] I. Significance of Devel- 
oping and Using Census Data 


People often take census data errors as a standard for 
appraising the quality of census data, believing that the 
fewer the errors, the better the quality of the data. The 
net numerical error of China's 1982 third national 
census was 0.15 percent, far lower than the four percent 
of the United States’ 1980 census, the 20.4 percent of 
Canada’s 1976 census, and the 18 percent of India’s 
1981 census. It is even much lower than the one percent 
standard error that China set for itself. Therefore, if we 
consider a census as a process of gathering data on the 
population, it can be said that the 1982 census was 
extremely successful. Although state and local census 
organizations did a lot of analysis work on data collected 
after the third census, organizing a series of census data 
analysis study groups and writing a number of reports 
and academic theses analyzing the data, nonetheless, the 
data from the third census has yet to be fully developed 
and utilized. The data has not yet fulfilled the role it can 
and should play. [passage omitted] 
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II, Items Surveyed in the Fourth Census 


To develop and use data from the fourth census, we must 
first understand the items surveyed. Only then can we 
know the scope to which census data can be applied as 
well as determine how to proceed with analysis and 
study. 


The third national census surveyed a total of 19 items, 13 
of which pertained to individuals and six to households 
as the unit considered. Compared to the third census, the 
fourth will look at a total of 21 items, | 5 of which pertain 
to individuals and six to households. Nine items pertain 
to deceased persons. 


While the fourth census retains some of the same items 
as on the third census, it also adds or changes others: 
Pertaining to households, the previous census only sur- 
veyed the number of persons born or deceased in 1981. 
This item on the fourth census now uses the previous 
one-half year as a standard criterion, namely, it inquires 
about the situation during the previous 18-month 
period. Pertaining to individuals, two new items aim to 
explore the population migration situation: “Permanent 
residence since | Jul 1985" and “Reason for emigrating 
from one’s home.” The old item, “household registration 
status of permanent residents,’ has been changed to 
“status and nature of household,” with an added inquiry 
about agricultural and nonagricultural households. In 
the box regarding degree of education, there is an added 
item about studies completed. At the same time, the old 
“higher middle school” entry in the “degree of educa- 
tion” item has been divided into “higher middle school” 
and “middle technical school.’ The “college graduate” 
entry has been divided into “college-level technical 
school” and “regular college course.” Under the item, 
“status of unemployed persons,” “loss of ability to do 
labor” replaces the old “awaiting for assignment from 
the state” entry. There is an additional breakdown by sex 
in the box regarding “number of surviving children 
born."” The old census question about the childbearing 
status of women in the previous one calendar year has 
been changed to the preceding one and one-half years. 
The number of pregnancies has been changed to an 
inquiry on the sex of the children. 


Considering the items in the census, the contents of the 
fourth census can be divided into four major categories. 
A first category is the natural state of the population, 
including sex, age, relationship to the head of the house- 
hold, births, pregnancies, and deaths. A second category 
is the social status of the population, including nation- 
ality, household status, degree of education, and mar- 
riage. A third category is regarding economic conditions, 
including the industry and employment structure of 
those employed, and the status of unemployed. A fourth 
category considers migration, including permanent resi- 
dence as of 1985 and reasons for migration. These four 
major categories reflect the general status of China's 
population overall at the present stage. We can both 
make specific analyses of the data from different angles 
as well as overlap analyses of various aspects of the 
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population, By so doing we can stucy the characteristics 
of China's population and analyze China's population 
development rules. 


III. How To Analyze Census Data 


We must be clear about the goals before undertaking any 
task. Generally speaking, analyzing census data can 
achieve the following aims: |) Describe the present 
nature of the population, reveal its reality, allow people 
to understand the basic sit) ation of China's population, 
as well as the position \ ich the population in a certain 
area occupies nevuonwide. Such analysis can discrimi- 
nate between the static and dynamic states of the popu- 
lation. The static state largely is based on static popula- 
tion indices gathered by the census. It describes the 
status of the population at the time of the census, for 
example, the sex and age structure of the population, its 
degrees of education, and marriage conditions, as well as 
the employment and unemployment situations. The 
worth of the analysis of these issues mainly is determined 
by the analyst's understanding of the methods used to 
divide data into groups and population statistical 
indices. The more appropriate the division into groups 
and utilization of indices, the clearer the description of 
the issues. The dynamic status of the population mainly 
refers to births, deaths, and migration. It reflects the rate 
of population increases and changes. It mainly is used for 
analysis to reflect the intensity of population change 
indices. It can both describe the level of births, death, 
and migration during the previous one year or six 
months as well as be used to analyze varying rules in 
horizontal and vertical contrasts of the birth, death, and 
migration rates. 2) It provides theoretical Lases for 
formulating government policies. Analyzing census data 
attains the goal of real socioeconomic service by finding 
existing population problems and related socioeconomic 
problems and providing means for their resolution. For 
example, one could use the results of census data to 
analyze the current phenomenon of early marriage, to 
study the socioeconomic and population factors behind 
this phenomenon as well as the its influence upon female 
childbearing. After analyzing the severity of this 
problem, one can suggest ways to prevent it or even 
predict the feasibility and degree of doing so as well as 
future prospects for resolving it. As another example, 
China's present abnormal age structure will greatly affect 
our future society and economy. This mainly will be seen 
in the questions of employment, educational access, and 
overly rapid populatin increases. We can analyze the 
time and degree of its influence, which can be of impor- 
tant significance in guiding government policy. 3) To 
enhance our understanding of populatior rules, and 
promote the development of population studies. Popu- 
lation studies is a branch of positivism. The comprehen- 
siveness and accuracy of statistical population data 1s a 
prerequisite for the discipline's existance and develop- 
ment. We can explore China's population development 
rules, study the relationship between population and 
socioeconomic processes, and promote population 
studies in China by analyzing data from the fourth 
census and comparing it to previous data. 
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Most of the reports and essays analyzing previous census 
data merely stop at describing numerical dota, Too little 
has been done on interpreting and uncov: the deeper 
implications reflected beh’ ' the data, ..0 weakening 
its guiding significance over the nation «i e »nomy. The 
reason for this is that the analysts hav’. 1 understood 
enough about basic population analy uethods and 
techniques. Understanding and grasping -rtain popula- 
tion and statistical analysis methods are preconditions 
for anaylzing census data. These methods mainly 
include: 1) General socioeconomic statistical analysis 
methods. For example, group analysis, mean value anal- 
ysis, relative value analysis, dynamic analysis, and cor- 
related analysis. 2) Population statistics analysis 
methods. This includes conceptualization and calcula- 
tion methods for various vital statistical indices, and 
methods of analyzing and predicting population regen- 
eration. 3) How to edit census data reports and select 
specific census topics for analysis is also the basis and an 
important prerequisite for analyzing census data. 


IV. Several Suggestions for Developing and Using Census 
Data 


A census is but a process of gathering data. It is a means, 
not an end. In order to ensure that data from the fourth 
census can be fully developed and utilized, I offer several 
Suggestions. 


|. Enhance leadership over census data analysis. It will 
be a great waste if census data is not fully used after 
expending tremendous human, material, and financial 
resources on it. We should make analysis of the data an 
important component part of the overall work on the 
census. We must pay equal attention to registering the 
population as to analyzing the data. 


2. Enhance dissemination of census data. Make those in 
charge of all levels of census organizations and related 
departments really understand the value and signifi- 
cance of census data and of its guiding role in China's 
socioeconomic development, thereby making them vol- 
untarily study and use the data. 


3. Improve training of all levels of census organization 
workers and related census analysis personnel. In order 
to do a good job of census data analysis and really allow 
it to be of service to government work and policy 
formulation, we must have a data analysis force with 
certain population analysis capabilites. Only then can we 
prevent analysis from becoming a formality and really 
attain the goals of analysis. 


4. Enhance cooperation with academics. At present, 
China already has a rather great population study force. 
lt has already reached a certain level, whether in terms of 
scope or depth of study. Many researchers understand 
quite a bit about China's situation and have grasped 
modern population analysis methods. At the same time 
we also have rich experience in population research. If 
we can bring them into the force of census data analysis, 
this will play an important role in developing and using 
China’s census data. 
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5. National and various levels of census organziations 
should establish specialized census data analysis groups. 
Because census organization work personnel are rela- 
tively familiar with the census data situation, they have 
a certain preponderance in the matter. Moreover, in 
recent years many rather highly educated young people 
have been brought into all levels of census organizations, 
filling out ihe ranks of the census work force. They have 
the basic prerequisites for analyzing census data. If we 
can organize them well, they will constitute a force for 
analyzing data from the fourth census ‘hat cannot be 
overlooked. 


TRANSPORTATION 


New Beijing-Wenzhou Air Rovie Opens 


OW0208 123790 Beijing XINHUA in English 0722 
GMT 2 Aug 90 


[Text] Wenzhou, August 2 (XINHUA)—A new air route 
linking Beijing with Wenzhou, one of the country's 
coastal open cities in east China's Zhejiang Province, 
went into operation today. 


The route is 1,502 km and the flying time for the Boeing 
737 aircraft is two hours and 15 minutes. 


Regular flights are available every Thursday and Sunday. 
The plane takes off at 8:55 a.m. from Beijing’s capital 
airport and reaches Wenzhou at 11:10 A.M. After a 45 
minute wait at the Yonggiang Airport in Wenzhou the 
plane returns to Beijing. 


A ceremony marking the inauguration of the new route 
was held here this morning. 


AGRICULTURE 


June Food Prices Reported 


40060058A Beijing JINGJI CANKAO in Chinese 
22 Jul 90 p 2 


[Summary] In June, the average market price for rice was 
1.4 yuan per kilogram, a 22.55 percent decrease from the 
same period in 1989; corn 0.77 yuan, a 6.86 percent 
decrease; and wheat 0.82 yuan, a 24.61 percent decrease. 
In urban areas, the average price for pork was 5.81 yuan 
per kilogram, a 10.70 percent decrease; beef 7.55 yuan, a 
10.22 percent decrease; and lamb 8.07 yuan, a 3.07 
percent decrease. In rural areas, the average price for 
pork was 5.30 yuan per kilogram, an 8.76 percent 
decrease; beef 7.13 yuan, a 9.38 percent decrease; eggs 
5.00 yuan, a 0.18 percent decrease; and piglets 4.20 
yuan, a 15.4 percent decrease. 
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Afforestation Project Increases Timber Reserves 


OW0508231590 Beijing XINHUA in English 
0635 GMT 5 Aug 90 


[Text] Beijing, August 5 (XINHUA)—The latest issue of 
the “OUTLOOK” weekly reported that a large affores- 
tation project that extends from northeast to northwest 
China is estimated to have a total reserve of 847 million 
cubic meters of timber. 


The project is also known as the “Green Great Wall”. 


Construction of the large shelterbelt, believed to be the 
largest ecological project in the world, started in 1978. 


By the end of 1989, the total afforested area had reached 
10 million hectares. 


China can get each year 5.6 million cubic meters of 
timber from thinning. 


It is learned that economic trees of the project can 
provide 2.7 billion yuan worth of produce every year. 


According to the weekly, forestry businesses to be devel- 
oped in the coming years will cover 129 projects. When 
these projects are put into operation, they are expected 
to generate 8.5 billion yuan in output value. 


Anhui Province Hit by Severe Floods, Drought 


OW0708083490 Beijing XINHUA in English 
0636 GMT 7 Aug 90 


[Text] Hefei, August 7 (XINHUA)}—Anhui Province, in 
east China, has suffered severe drought and flooding this 
summer. 


Areas south of the Huaihe River have had little rain and 
high temperatures over the past month. About one 
million ha of farmland has been affected by the drought, 
and more than 600,000 people in these regions are 
having difficulty finding adequate drinking water. 


Suxian and Lingbi Counties on the northern back of the 
Huaihe River have been hit by two heavy rainstorms, 
which killed a dozen people and inundated | 13,000 ha of 
farmland and many homes. 


The provincial authorities sent a five-million-strong 
rescue squad headed by Lu Jingrong, secretary of the 
Anhui Provincial Party Committee, and Vice Governor 
Wang Sheyun to the disaster-afflicted areas. 


Commercial and transportation departments in the 
province have provided the south with diesel oil, water 
pumps, pipes and the north with chemical fertilizer and 
relief supplies. 


Efforts are being made to create artificial rainfall in the 
south. 
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Inner Mongolia Wheat Area 


40060058B Beijing ZHONGGUO TONGJI XINXIBAO 
in Chinese 18 Jun 90 p 1 


[Summary] The wheat area in Inner Mongolia this year is 
16,673,000 mu, an increase of 1,551,900 mu, or 10.3 
percent over 1989. 


Shandong Province Increases Silk Exports 


OW0208234390 Beijing XINHUA in English 0821 
GMT 2 Aug 90 


[Text] Jinan, August 2 (XINHUA)}—The east China 
province of Shandong, one of the country’s major silk- 
producing regions, exported 48.12 million U.S. dollars- 
worth of silk in the first six months this year, 16.23 
percent more than in the same period last year. 


By the end of June the province had signed silk export 
contracts with foreign customers worth 61.57 million 
U.S. dollars, 50.94 percent more than in the same period 
last year. 


The silk industry in Shandong has maintain a steady 
development in recent years. Its cocoon quality is the 
best in the country and it exports cocoons to Western 


Europe. 


The province's 17 key silk enterprises have made consis- 
tent efforts to improve quality and upgrade technology 
by importing advanced equipment and technologies in 
order to meet the needs of the world silk market. 


The silk garments industry has also made progress in the 
past two years. This year the province has so far exported 
silk garments worth 11.04 million U.S. dollars, much 
more than last year. 


Shanghai Reaps Bumper Harvest of Summer 
Grain 


OW0508 100490 Shanghai JIEFANG RIBAO in Chinese 
21 Jul 90 pl 


[“Dispatch” from reporter Zhang Weiguang] 


[Text] This year Shanghai has reaped an all-round 
bumper harvest from its summer crops. The total grain 
output has reached 532,000 tons, 13.3 percent higher 
than last year, averaging 24! kg per mu, an increase of 
about 9 percent over last year. The total output of 
oil-bearing crops has been | 76,000 tons, averaging | 27 
kg per mu, more than |7 percent over last year. As of 15 
July, Shanghai's suburban areas had procured 202,600 
tonnes of summer grain, more than the total summer 
grain procured last year; and 177,600 tonnes of oil- 
bearing crops, 25 percent higher than the same period 
last year. 


During the end of last vear and the beginning of this 
year, Zhu Rongji, municipal party committee secretary 
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and mayor, went down to grass-roots units in the sub- 
urban counties to conduct investigations and solve prob- 
lems The leadership of agricultural departments at var- 
ious levels also gave top priority to agricultural 
production. The heads of townships and counties (dis- 
tricts) took the lead in cultivating high-yield lots and 
model! farmlands. Party and government leaders of Jiad- 
ing. Nanhui, Fengxian, Chuansha, and other counties 
promoted the overall work by cultivating leading cadres’ 
high-yield lots in rural areas. This year suburban areas 
have cultivated 306,400 mu of high-yield lots, and a 
“bumper harvest” is planned for 1.95 million mu of 
farmiand Both figures were about double last year's 
figures 


The broad masses of office cadres and technical per- 
sonnel! also actively went down to rural areas to cstablish 
contacts and gain firsthand experience in the grass-roots 
units so as to launch the activities of “developing agri- 
culture with new technology.’ This summer they popu- 
larized a dozen or so new techniques and measures for 
increasing Output, such as breeding good strains, nur- 
turing seedlings in set patterns, and plowing the fields to 
remove old crops and prepare for sowing. They also 
applied fungi to over | million mu to increase output. 
Meanwhile, farmland irrigation is obviously better than 
last year The supply of both agricultural funds and the 
means of agricultural production is more plentiful than 
last year All these have provided reliable guarantees for 
a bumper harvest of summer crops. 


After the bumper harvest. peasants have not forgotten to 
contribute more to the country. They have assiduously 
sold their grain and oil to the state. At dawn every day, 
peasants from the major grain-producing districts in the 
suburban areas such as Songjiang. Jinshan and Qingpu 
counties will deliver their grain and oil by boat or small 
wagons for sale at grain stations. As of now, the three 
counties has procured over 110,000 tons of summer 
grain. accounting for more than 50 percent of the total 
quantity of grain procured by all the suburban areas. 
Comrades in the grain depariments told this reporter 
that this year the grain and oi! procured by all counties 
and townships in the suburban areas have considerably 
increased over last year 
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After reaping an all-round bumper he owt of the 
summer crops, suburban peasants have © vubled their 
efforts to ensure good field management for early nee 
and single-season late rice in striving for higher annual 
grain production 


Shenzhen Opens Largest Flour, Feed Enterprise 
OW0908090490 Bevying XINHUA in English 
0658 GMT 9 Aug 90 


[Text] Shenzhen, August 9 (XINHUA)—China’s largest 
flour and feed enterprise is being built at Chiwan Port in 
the Shenzhen Special Economic Zone in south Chines 
Guangdong Province 


Plans call for the enterprise, with total investment of 300 
million Hong Kong dollars, to have an output value of 
300 million Hong Kong dollars each year. Its products 
will mainly be sold in Hong Kong, and Southeast Asian 
countries. 


Construction of the enterprise, jointly funded by a Hong 
Kong firm and severa! mainiand corporations, will be 
completed in 20 months. 


Drought Worsening in Zhejiang Province 


OW0408 145790 Beijing XINHUA in English 
1410 GMT 4 Aug 90 


[Text] Hangzhou, August 4 (XINHUA)}—More than 4 
million officials and farmers are making joint efforts 
fighting an unusual drought in east China's Zhejiang 
l rovince 


In the province, high temperatures have persisted since 
early June, and the drought has become more serious 


The drought has affected some 600,000 hectares of 
farmland throughout the province, accounting for 35 
percent of the provincial total cultivated area 


Moreover, the drought has affected drinking water supply 
for 810,000 residents in some parts of the province 


Nevertheless, good harvests of summer grain have been 
reaped in the province, and the total output is expected 
to see a rise of 10 percent over last summer's figure 
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Three Types of Officials ‘Tarnish Public Service’ 


WOO M0220A4 Shanghai SHEHUI [SOCIETY] 
in Chinese No 4, 20 Apr 90 p 29 


[Article by Wei Zeyang (7279 3419 3152) “We Must 
Discipline Lavy, Fatuous, and Corrupt Officials”) 


{ Text] Officials are the people who hold — and lead 
the masses. In today's campaign for reform, deregula 
tion, and socialist modernization, most of our officials 
rule well, do their best to discharge their public duties, 
and have earned a good name among the masses But 
there are also some party cadres who, to various degrees, 
are lazy. greedy, fatuous, corrupt, and degenerate, and it 
is these whom the masses call “the three officials,” that 
is, lazy, fatuous, and corrupt officials. These individuals 
have lost sight of their personal responsibilities and have 
tarnished public service’ We must act resolutely and 
truly discipline these lazy, fatuous, corrupt officials 


1. Lazy Officials. A small number of party cadres in 
positions of power have absolutely no consciousness of 
their position and do nothing to plan the affairs of their 
offices. They have no strong sense of responsibility, 
pressure, or mission, and they are negligent and indolent 
They make no effort to handle far-reaching government 
affairs capably, diligently, and honestly. They are indif- 
ferent to the people's hardships, to the extent that local 
party construction and the growth of socialist material 
and intellectual culture have begun to “slip.” In their 
indolence they have grown greedy and become addicted 
to cating, drinking, and making merry. They have 
become idiers at work and “heroes” at the banquet 
tables. Wei Mingshen [7614 2494 3932), formerly assis- 
tant administrator of Ankang Prefecture in Shaanxi, 1s 
ample proof that eating. drinking, and making merry 
make people sick 


2. Fatuous Officials. This kind of official is muddle. 
headed and acts on the basis of sentiment and hearsay. A 
year may pass in which he does make 9 contribution, but 
he still does not know how to conduct himself, a year 
may pass in which he 1s not bewildered, but as time goes 
on he grows more and more out of touch, loses his senses 
and begins to do “muddicheaded things" When he sets 
out to do something he has no definite views of his own 
and he does not innovate, he just takes things as they 
come along, and, looking back, he has no idea what it 
was that he did) He 1s mediocre, unambitious, and 
entirely ignorant. Worse still, a few party cadres allow 
violations of party discipline and state law to go 
unchecked: They are overly lenient, dim, take no clear 
direction, and do not take a firm stand on anything. 
Under this kind of official, organizations and the “100 
enterprises’ grow lax, with each marching to a different 
drummer and cach humming its own tune Disunity 


spreads, in higher and lower echelons alike, and the 
grassroots masses lose faith in their leader. The officia! 
becomes a leader without a following, which provokes 
righteous indignation among the masses 
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1, Corrupt Officials, These officials, during a time of 
reform, deregulation, and socialist modernization, have 
very little spirit of service to the people They completely 
cast aside the glorious tradition of arduous struggle, and. 
contaminated by an atmosphere of “money lust,” they 
think evil thoughts and depart from party principles and 
positions Corrupt officials take advantage of the friction 
and conflict inherent when a new system replaces an old 
one, make use of the fact that our legal system is not yet 
completed and rules and regulations are still imperfect, 
and use to their own advantage the “gaps” and “loop 
holes created when we replace the supervisory system 
with an organizational appraisal system. They curry 
favor with everyone in authority, use their power for 
personal gain, link money to power, tiade value for 
value, engage in graft and accept bribes, resist neither 
ill-gotten wealth nor small gifts, and are reluctant to give 
up sensual pleasures. Most serious of all, one or two 
party comrades have publicly manipulated power to 
evtort money from people, acted in collusion with law. 
less \lements in society, and participated in speculation 
and profiteering, even to the extent of committing actual 
crimes. The spread of these corrupt, repulsive phe- 
nomena has had an exccedingly harmful effect on society 
and among the masses 


If we put the above three kinds of officials in perspective. 
we can clearly see the feudal attitudes left behind by the 
feudalistic social system. Like a vile stink, they have 
spread throughout society, corroding people's souls. It is 
hard for the ranks of Communist Party cadres to avoid 
the effects and corrosion caused by feudal attitudes, and 
this. coupled with deterioration in the social environ. 
ment, ensures that a major shp has appeared in the 
ideological ethics of a small number of party cadres 
Their spiritual “protective circle’ has collapsed, the « 
immunity has declined, and they can withstand neither 
the test of reform and deregulation, nor that of power 
They are gradually becoming the antithesis of public 
servants 


Th° Book of History says “a state is defeated by the evil 
of its officials.” This is a resounding truth. Everyone 
knows that in Chinese history whenever the country was 
administered soberly and calmly and the government 
was honest, socicty developed and was stable, whereas 
when the opposite held true there was incessant social! 
upheaval. We must deliberate on the past, pay close 
attention to the present, keep the future in view, and 
focus on this top priority. Throughout China, in upper 
and lower echelons alike, we must adopt stronger mea- 
sures to deal realistically with lazy, fatuous, and corrupt 
officials. We must apply the scope of socialist morality to 
hold them in check, and use party regulations, political 
discipline, and state law to keep them within bounds. We 
must truly see to it that lazy officials exert themselves, 
fatuous officials become more sober-minded, and cor- 
rupt officials turn over a new leaf. Right now it is 
especially important for us to train and guide the broad 
masses of party cadres to act conscientiously, according 
to the strictures of the CPC Central Commitice and the 
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State Council, to strike a resolute blow against these 
rotien, repulsive phenomena, We must help them strive 
to promote honest government, establish an intense 
consciousness of the struggle, and courageously occupy 
the vanguard of reform and deregulation. must be 
able both to undergo the training necessary for devel- 
oping a commodity economy, and to pass the test of 
party spirit. They must also use their own normative 
behavior, in doing the difficult pioneering work, making 
contributions. and getting socialist modernization well 
established, to affect and unite the broad masses in order 
to form a stronger joint effort for reform and deregula- 
tion. 


I feel that in this magnificent great nation, so long as we 
continue to use administrative and legal measures to 
punish lazy, fatuous, and corrupt officials, and so long as 
we use restructuring to improve the work on our system 
and ideological style and to truly eliminate the hotbed 
that breeds the “three kinds of officials,” we will cer- 
tainly be able to establish a good national foundation 
and ultimately build a powerful nation. 


ttt, 


9OCM0268A Hong Kong CHING PAO [THE 
MIRROR] in Chinese No 155, Jur 90 pp 18-20 


[Article by Jo An (5387 1344): “Inside Story on Wang 
Pinging Becoming Deputy Chief of XINHUA Bureau in 
Hong Kong™’} 


[Text] In May this year, former Deputy Chief of the 
Foreign Trade Department Wang Pinging [3769 0754 
3237] was named by the State Council to be the deputy 
chief of XINHUA NEWS AGENCY's Hong Kong 
Bureau, replacing She Mengxiao [0152 1322 1321), who 
became deputy minister of the Ministry of Justice. 


Not much significance was attached to these moves 
which were generally regarded as normal reassignments 
of key Chinese Communist cadres. As to Wang himself, 
it was regarded as a latcral assignment, neither a promo- 
tion nor a demotion. But he had spent many years in the 
area of import-export trade. Considering the current 
state of China's foreign trade which faces some difficul- 
ties and clearly needs some decisions at the highest level, 
and Wang's past close connections with the Trade 
Department's Hong Kong staff, such as Hua Run [5478 
3387), which was in Wang's immediate area of opera- 
tions, this new assignment has inevitably aroused some 
speculation by outsiders. 


Foreign Trade Is His Game 


Wang Pinging’s personal career had no tortuous roads. 
At 60 years of age, it can be said that he has been in the 
trade business from the start of his working career, 
accumulating 40 years of experience, and he has gener- 
ally been regarded as a solidly competent trade official. 
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Wang was born in 1950 in Suibin County, Metlongjang 
Province. In 1947 he joined the revolution, After com- 
pleting training in the Harbin Northeast Trade Admin- 
istration in 1948, he worked in the Harbin Foreign Trade 
Company, the Shenyang Foreign Trade Office and the 
Shenyang Import-Export Company. He joined the party 
in 1951 


After the birth of New China, numerous neglected tasks 
awaited atiention. It can be said that foreign trade had to 
start from scratch, At the time, a large number of 
professionals were needed to open up this new area, so 
p after group of young trained cadres gradually 
n to develop their roles. Wang, in his twenties, began 
his career in foreign trade 


He started work in the Instruments Import-Export Com- 
pany In the 1960's, he was transferred to the Foreign 
Trade Department to be in charge of the work of 
Communist Youth League members for a time. This 
tested his managerial abilities to the hilt. Later, he 
worked in the China General Grain-Oil-Foods Import- 
Export Company and in the office of the commercial 
attache in the Chinese Embassy in Romania 


His dedication to work and his managerial competence 
gained attention, and he progressed steadily upward. 
From September 197! to March 1982 he was deputy 
chief of the office of the general manager of China 
General Grain-Oil-Foods Import-Export Company, 
deputy chie! of the company, deputy general manager, 
adviser to the commercial secretary of the embassy in 
Romania, and then became general manager of the 
above company 


In March 1982 he was named representative of the chief of 
the Foreign Trade Department, participating in a number of 
major trade activities. Three years later, in December 1985, 
he became deputy chief of the department 


He Managed Import-F xport Trade 


Before he took the Hong Kong post, he was number four 
of the five current chiefs or deputy chiefs of the depart- 
ment. He came afier department chief Zheng Tuobin 
[6774 2148 1755], deputy chiefs Li Langing [2621 1526 
3237] and Lu Xuejian [0712 1331 0313), and ahead of 
deputy chief Shen Jueren [3088 6030 0086] 


His major duties covered two specific department areas. 
One was import-export trade, which included the 
Import-Export Office, the China Foreign Trade Center 
(Group), and the China General Textile Import-Export 
Company, and so forth. The other area concerned trade 
with socialist countries, such as the Soviet Union and 
those in East Europe and Asia. The specific department 
was the Regional Trade Policy Office. 


Leading Member of the Guangzhou Exchange 


As a long-term trade official, Wang had a great under- 
standing of the process of developing foreign trade. He 
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summarized it as follows: China has made t accom. 
plishments in the past 40 years, In 1950, China's trade 


amounted to a mere $1,135 billion, of which $550 
million was exports, Last year, trade reached $81.55 
billion, of which $43.28 billion was exports. In partic. 
ular, sailing in the winds of reform and opening up, the 
past decade or so has seen unprecedented energy and 
strength in export, foreign currency exchange, inter- 
national support, which are still increasing. Foreign 
trade will become increasingly important in the process 
of national economic deve nt, not only boosting 
agricultural and industrial production, but also adding to 
national revenue and reserves. It will also expand 
employment opportunities, increase domestic com- 
modity supply, and add to the prosperity of the market. 


He feels that 80 percent of China's foreign exchange 
comes from import-export activity, and expanding 
exports is thus the primary mission of trade. In the past, 
China's export commodity organizations stressed many 
primary products, such as agricultural by-products and 
mining products, these created relatively little foreign 
exchange. Now, .here is very obvious improvement, 
industrial goods, particularly textiles and electronics 
exports, have increased dramatically. Among these, tex- 
ules in particular have made the greatest gains in earning 
foreign exchange. 


In recent years, Wang Pinging has been a leading 
member of the Guangzhou Exchange. Since the 1957 
inauguration of the China Export Commodity Exchange 
in Guangzhou, a high volume of transactions have been 
completed in the semiannual sessions, greatly enhancing 
China’s foreign trade, and in particular [China’s] 
exports. It has grown yearly except for periodic slow- 
downs caused by international economic crises. After the 
4 June turbulence last year, the 64th session of the 
Exchange still managed to make its projected quota 
despite various difficulties. Wang is convinced that this 
is attributable to the power of reform and opening up 
actions. It also demonstrated the solid, harmonious 
collaboration between the various Chinese industrial 
and commercial elements. 


Experience in Trade With the USSR 


Because he has been advisor to the commercial attache 
of the Chinese Embassy in Romania, Wang possesses 
confidence in understanding and handling trade rela- 
tions with the Soviet Union and the East European 
countries. After he became deputy chief of the Foreign 
Trade Department, he directed the Office of Regional 
Trade Policy covering areas such as the Soviet Union, 
East Europe, Albania, Mongolia, and North Korea. His 
responsibility was to thoroughly implement the policies 
concerned, manage bilateral trade, currency exchange 
balances, and other priority matters, and organize bilat- 
eral economic negotiations and combined committee 
talks 
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China's trade with the Soviet Union and East Europe 
remains on a credit basis, except for trade with Yugo- 
slavia and Poland, which has been changed to cash- 
and-carry. Trade with the Soviet Union reached $3.2 
billion last year. The Soviet Union is now China's 
fifth-largest trading partner. 


As the principal official in this area, in recent years Wang 
has led trade representative teams to these countries a 
number of times, taken part in bilateral talks, and signed 
agreements concerning trade accords and commodity 
and currency exchange. Thus he carries considerable 
weight in trade relations, changes, and directions 


Three Purposes in the New Job 


Wang arrived in Hong Kong in carly May. Since then, he 
has been busy becoming familiar with the work environ. 
ment. He made his debut as XINHUA deputy bureau 
chief at the 17 May cocktail party celebrating the 
opening of the Central Bank Building, there he became 
the focal point of story-hunting reporters. In response to 
their persistent questioning, he simply replied that he 
came to Hong Kong to work on economic matters 


[Judging] from his past work and experience, he was 
probably being truthful, but what are the specifics’ From 
all the signs, there seem to be three: 


1. Clean Up and Reorganize Companies. According to 
indications from high-level party circles, the Trade 
Department is determined to straighten out the past 
irresponsible style of management in a number of 
trading companies, reverse the decline in the volume and 
quality of exports, and stop agreement violations and 
other activities that are detrimental to the credibility of 
China's foreign trade. Naturally, the targets include 
Chinese-supported organizations in Hong Kong and 
Macao. Allegedly the State Council attaches great impor- 
tance to this, and currently cleanup and reorganization 
in the interior is already seeing small results, and cleanup 
and reorganization of Chinese-supported companies in 
Hong Kong and Macao is in progress. Wang has had 
much experience in trade, extensive dealings with these 
companies, and is very familiar with their establishment 
and management. He can probably easily discover prob- 
lems. At the same time, he can handle things confidently 
and help the cleanup go smoothly 


2. Devise Ways To Increase Revenue. The major problem 
in China's efforts to increase trade is the shortage of 
foreign currency. With increasing debt, this can only be 
more aggravated. Plans to increase exports in order to 
obtain desperately needed foreign exchange has become 
the top priority of the Trade Department. Because Hong 
Kong and Macao occupy the top position in terms of 
foreign trade, and because their growth rates far outstrip 
other areas, the Chinese Communists view them as 
trump cards for boosting China's exporis overseas, 
which will thus guarantee growth in exports of native 
goods. It is more than likely that Wang had been dis- 
patched to Hong Kong for this end 
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5, Expanding Market Diversification, Despite the fact 
that China has proclaimed that its opening up is multi 
directional and multilayered and that it trades with the 
West and the socialist countries, it had not embarked on 
this road until the 4 June incident of last year. lt only 
truly took substantive steps in order to break out of the 
economic sanctions imposed by the West. Most recently, 
top Chinese officials visited a number of Asian, African 
and Latin American countries to demonstrate this inten. 
tion In developing trade, China now actively seeks to 
make friends far and wide, calm old customers, get 
acquainted with new customers, and diversify the 
market. Hong Kong serves as the financial, trade, and 
communications center of the Far East and other parts of 
the world Its financial power, ability to accumulate 
capital, close ties to international markets, and ability to 
handle transit goods are irreplaceable Therefore, it is 
truly important to fully use Hong Kong's advantages to 
accumulate even more foreign capital, open new markets 
overseas, widen the corridors of trade, and do everything 
possible to increase trade in transit goods and trade with 
Third World countries in order to shake off [China's] 
negative world image. Perhaps Wang has been given a 
major mission in this area. 


Issues in Restructuring Higher Education System 


9OCM0300A Beying ZHONGGUO GAODENG 
JIAOYU HIGHER EDUCATION IN CHINA] 
in Chinese No 6, 13 Jun 90 pp 16-18, 42 


[Article by Long Zhengzhong (7893 2973 0022) and 
Chen Tianchu (7115 3944 0443) “On Problems of 
Restructuring Higher Education System") 


[Text] Since the Third Plenary Session of the | ith CPC 
Central Committee, higher education in China has been 
developing rapidly with remarkable results. By 1989 
there were already 1,075 general institutions of higher 
education with almost 2.1 million undergraduates and 
| 10,000 graduate students. Over the past | 2 years, a total 
of 4 milhon undergraduates and 150,000 graduate stu. 
dents were trained. Meanwhile, continuing education, 
whose primary objective is to provide special training, 
has made major headway, with a total enrollment of 1.7 
million students in more than |, 300 institutions. During 
this period, the internal structure of higher education has 
become more rational. The development of postgraduate 
education has eased the shortage of advanced profes- 
sional personnel. The development of specialized educa- 
tion has turned out for socialist construction an army of 
badly needed specialized personnel. As a result of adjust- 
ments in the discipline structure of undergraduate edu- 
cation, such disciplines as the arts, finance and eco- 
nomics, politics und law, and management, which used 
to be rather veak, have developed rapidly. A large 


number of new disciplines and new specialties such as 
clectronics, computer science, energy, materials science, 
and biotechnology, for which there is an acute social 
need, have matured one after another. A planned and 
systematic discipline-by-discipline effort to revise the 
catalog of specialties and adjust the 


eup of specialties 
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oflered has broadened the scope of specialties and made 
the qualified personne! more versatile In short, afier 12 
years of development and reform, higher education in 
China has put together the rudiments of a comprehen. 
sive system that is multilevel and diversified, with a 
basically complete lineup of disciplines 


We should also see that ai one point in the past |2 years 
higher education in China was characterized by overde- 
velopment. There was a preoccupation with quantitative 
growth, with education at the more advanced level 
There was duplication in school construction and course 
offerings. All this affected the quality of education and 
resulted in structural waste and irrationality With these 
problems in mind, the State Education Commission has 
taken some adjustment measures, which have begun to 
work. For some time to come, we must continue to work 
hard to stabilize the scale of higher education, optimize 
its structure, intensify reform, and improve its quality 
This article offers some preliminary ideas on the further 
adjustment of the internal structure of higher education 
for public discussion and consideration 


The Levels of Higher Education 


In recent years postgraduate education, undergraduate edu- 
cation, and specialized education have all made consider. 


able progress in China, and the proportionate relations at all 
levels have also been modified. But looking at higher 
education as a whole, we stil] must resolve problems like the 
undue emphasis on the advanced level, structural imbal- 
ances, the divorce of higher education from national cond). 
tions, and detachment from aciual needs In the short run. 
therefore, we must limit postgraduate education. strengthen 
the training of advanced qualified personne! of a practical 
nature, stabilize the scale of undergraduate education. and 
expand specialized education as appropriate After a few 
years’ effort, we should gradually be able to find a way to 
develop socialist higher education that has a low center of 
gravity, emphasizes quality and practicality, and is highly 
efficient and consistent with China's conditions 


We must limit postgraduate education and step up the 
training of advanced personne! of a practical nature 
Ever since institutions of higher education formally 
resumed accepting graduate students in 1978, postgrad. 
uate education in China has experienced rapid expan 
sion. The intake of graduate students in 1978 was 
10,708. By 1988 that number had soared 32,887, and the 
number of total enrollments in graduate schools was 
113,000, up |.12-fold and 10-fold, respectively. During 
the past |! years, 230,000 candidates were enrolled in 
master’s and Ph.D. programs, while the number of 
graduates was | 20,000. By turning out large numbers of 
advanced qualified personnel, higher education has 
beefed up China's army of scientific and technical per- 
sonnel and secondary school teachers. They are now 
playing an important role in all sectors of socialist 
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construction, Pos uate education is higher-level edu- 
cation in higher education Its development must neces- 
sarily be constrained by the level of economic, scientific 
and technical, and social development. Given the fact 
that China is in the initial stage of socialiam, society has 
a stronger demand for undergraduates and technical 

vates and a smaller demand for graduate students 
n the near future, therefore, the scale of postgraduate 
education must be curbed. According to original 1986 
projections by the Qualified Personne! Forecasting and 
Planning Office of the State Education Commission, the 
nation’s demand for graduate students by the end of the 
century would be about $00,000. Based on this projec- 
tron, the annual number of graduate students admitied 
should be a little over 30,000. In light of the allocation of 
graduate students upon graduation, it was subsequently 
proposed that the annual intake of graduate students not 
exceed 18,000. For the past several years, however, the 
actual number of students admitted surpassed 40,000 
every year and reached a high of 46,871 in 1985. 


After reviewing our experience in the development of 
higher education, using foreign experience as a guide, 
and taking into consideration China's national condi- 
tions and practical social needs, we believe it would be 
a! isable to limit graduate student admissions to under 
30,000 each year for the next several years. 


The State Education Commission has taken a few steps 
to limit the growth of postgraduate education. It has 
been implementing the principle of need-based recruit- 
ment. In other words, promptly adjust the size of the 
intake of graduate students and the proportion between 
different disciplines im response to the demand for 
qualified personne! and information regarding the allo- 
cation of graduates. Within the national plan, we should 
conduct directional student admission, and, outside the 
plan, we should train students as commissioned by an 
agency, provided both stay within the overall student 
admission ceiling. It has increased the ratio of on-the-job 
students with practical expenence and reduced the pro- 
portion of doctoral candidates as appropriate. These 
measures should be expanded in the days ahead. 


We should also see that in the process of expanding 
postgraduate education rapidly, we have failed to change 
educational goals effectively, quickly, and significantly, 
thus aggravating the structural imbalance within the 
training of advanced personne! and the divorce from 
practical needs. For years most of the graduates of 
graduate schools have been assigned to education and 
the scientific research sector, whose capacity to absorb 
graduates is now much diminished for a variety of 
reasons, including organizational streamlining, staff 
reduction, and so on. Yet we are still turning out 
research- and teaching-oriented graduate students not 
suited to the needs of enterprises and institutions. We 
must put an end to this situation as soon as possible, stop 
producing just one type of graduate students, and make 
a mighty effort to intensify the training of graduate 
students of a practical type. We must turn out even more 
masters in the field of engineering and continue pilot 
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projects in master’s programs in specialties like politics 
and law, finance and economics, to train graduates of a 
practical bent. Also, the program in clinical M.D.'s 
should be improved. 


The balance between undergraduate education and spe- 
cialized education should continue to be fine-tuned and 
the quality of both types of education should be 
improved, depending on the requirements at different 
levels. Undergraduate education, the cornerstone of 
higher education, experienced rapid expansion in the 
three years between 1983 and 1985, the annual intake of 
students rising from 230,000 to 317,000, an increase of 
38 percent. Between 1986 and 1988, its growth was 
brought undcs control and the annual student intake 
climbed just seven percent, from 317,000 to 341,000. 
The focus of higher education development since 1983, 
specialized education has grown significantly. Between 
1983 and 1988, the number of institutions offering 
specialized education rose from 190 to 477, their annual 
intake of students increased from 84,000 to 297,000, and 
enrollment grew from 225,000 to 680,000. 


The balance between undergraduate education and spe- 
cialized education has also been adjusted. The ratio 
between the number of undergraduates admitted and its 
specialized counterpart was 1:0.96 in 1985, 1:0.83 in 
1986, 1:0.86 in 1987, 1:0.96 in 1988, and 1:0.99 in 1989 


In the near future, we propose that we give proper 
emphasis to specialized education and lower the center 
of gravity even as we hold the line on the overall scale of 
undergraduate education and specialized education in 
order to meet China's actual requirements for qualified 
personnel at the present stage. Agricultural and forestry 
education, for example, has experienced strong growth 
since 1984. In 1988, the ratio between undergraduates in 
that field and its specialized counterpart was 1:0.37, 
compared to 1:0.19 in 1983, and the ratio of the annual 
intake of students was 1:0.62, compared to 1:0.35 in 
1983. We can thus see that the problem of imbalance in 
agricultural and forestry education between the under- 
graduate and the specialized levels and the undue 
emphasis on the advanced level remains a striking 
problem and must be further corrected. 


The purpose of adjusting the structure of undergraduate 
education and specialized education is not only to ensure 
their proportionate development, but also to intensify 
educational reform and tur: out specialized personne! 
who adhere to the socialist road, are morally, intellectu- 
ally, and physically well-developed, and meet diverse 
social needs. At present, reform should concentrate on 
addressing the divorce of undergraduate education from 
industry and agriculture, from production and labor, 
from reality, and from the state of the nation. For years 
the nature, status, role, and development policies of 
specialized education have not been sufficiently under- 
stood. Inputs in specialized education have been meager, 
conditions in specialized education have generally been 
poor, the characteristics of specialized education have 
not been adequately highlighted, and the relationships 
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between specialized education and undergraduate edu- 
cation and between specialized education and technical 
secondary education have not been straightened out. All 
these problems should be given special attention. 


The Structure of Discipline in Higher Education 


As an essential component of the structure of higher 
education, the structure of discipline reflects the propor. 
tionate relationships between the different fields of study 
in higher education. The rationalization of the structure 
of discipline has enormous implications for the develop- 
ment and reform of higher education in China. Practice 
proves that blindly developing higher education regard- 
less of whether there is a rational and scientific discipline 
structure will neither adapt to ana satisfy the varied 
needs of economic construction nor bring about the 
stable, sustained, and effective development of higher 
education. The rationalization of the discipline structure 
of higher education is a highly complex issue. We need to 
study and delve into it in depth from all perspectives by 
combining theory with practice. 


Generally speaking, subjects offered by higher education 
in China today fall into 11 major categories: arts, finance 
and economics, politics and law, science, engineering, 
agriculture, forestry, medicine, teacher training, physical 
education, and art. According to an analysis of the 
relevant data, after more than a decade of adjustment 


and development, the cu.rent discipline structure of 


higher education is basically consistent with the nation’s 
economic, social, scientific, and technical conditions at 
the present stage. In the case of some other disciplines 
however, we still need to make the necessary adjust- 
ments based on actual social conditions and changes in 
demand. In view of the fact that the training of qualified 
personnel is a complex and time-consuming process, we 
should go about adjusting those disciplines promptly 
when it is appropriate to do so. Also we must gradually 
create effective regulatory mechanisms to ensuic the 
optimization of the overall structure of higher education. 


Specifically, of the 11 broad categories of disciplines 
mentioned above, we are more familiar with arts, 
finance and economics, politics and law, science, engi- 
neering, agriculture, forestry, and medicine. Since the 
issues in each discipline are different, so should the 
direction and content of adjustment. 


The scale of agricultural and forestry education should 
be appropriately adjusted and reduced. Judging from the 
size of student intake by institutions of higher education 
in the past 40 years, the annual intake of students in the 
field of agricultural and forestry at both the undergrad- 
uate and specialized levels usually accounted for about 
10 percent of the total number of students admitted for 
that year, peaking out at 13.1 percent. Since 1965, 
admissions have been following a downward trend year 
after year. This is also true for total enrollment. In 1988, 
32,965 undergraduate and specialized students were 
admitted in the field of agricultural and forestry, 4.9 
percent of total admissions for that year, and altogether 
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113,505 students were enrolled in agricultural and for 
estry education, 5.5 percent of all enrollments In light of 
the actual demands of agricultural and forestry produc- 
tion and development level for qualified personnel, 
possible state inputs in agricultural and forestry educa 
tion in the near future, and the distribution and utiliza. 
tion of graduates in the last few years, aamissions and 
enrollments are still too large and should be cut back 
substantially step by step. Within this century, annual 
admissions in the field of agriculture and forestry in 
higher education should be limited to 4.5 percent or so of 
total admissions for the year, while agriculture and 
forestry students should make up 4.7 percent of all 
enrollments. These ratios are quite realistic and achiev 
able. 


Adjust the proportionate relations among the various 
subjects in a timely way. In recent years the gap between 
the supply and demand of university graduates has been 
narrowing, the ratio between supply and demand being 
1:2.8, 1:2.0, and 1:1.185 in 1986, 1987, and 1988, 
respectively. Social demand for qualified personne! has 
changed notably. In the past, there was a shortage of 
qualified personne! and the emphasis was on quantity 
Today, the demand is for quality. This requires us to end 
the divorce and even deviation from society while 
holding the line on the overall scale of higher education 
and waste no time in adjusting the relations among the 
various disciplines in order to meet changed social 
needs. 


Generally speaking, the situation in engineering, finance 
and economics, politics and law, and applied disciplines 
in arts like forcign languages is quite good, but adjust- 
ments are needed in science, arts, agriculture, forestry, 
and medicine. In 1989, a number of provinces, munici- 
palities directly administered by the central government. 
and ministries reported the following graduate supply- 
demand ratios: science, 1:0. 38; and arts, 1:0.58. In these 
fields, it is clear that supply exceeds demand. Although 
the excess of supply over demand is related to the 
short-term effects of the drive to improve the economic 
climate and rectify the economic order, the mismatch 
between graduates’ job choices and social demand, and 
other reasons, the problem it reflects—oversupply of 
specialized graduates in basic disciplines—cannot but 
attract our attention. 


As far as science is concerned, admissions in basic 
disciplines like mathematics, physics, chemistry, and 
biology have been too high, making up over 70 percent of 
all admissions in science. According to analyses and 
projections, in the near future China will need an addi- 
tional supply of 11,000 qualified experts in these fields 
each year, leaving an oversupply of 5,000 people or so 
Thus, adjustment in science in the days ahead will be 
mainly concerned with, first, reducing the number of 
institutions offering the specialties concerned and rolling 
back the size of student admissions, second, instead of 
training just theor oriented graduates, we should turn 
out practical types ior enterprises and other sectors, and, 
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third, taking Measures to encourage comprehensive col- 
leges to offer teacher-traming programs and pre-med 
programs to encourage science graduates to teach in 
secondary schools 


Since the Third Plenary Session of the 11th CPC Central 
Committee, arts education has expanded markedly. 
Judging from the present situation, we should scale back 
admissions in some subjects and control the rate of 
growth in accordance with the spirit of improving the 
economic climate and rectifying the economic order. In 
some disciplines, there are too many institutions turning 
out too many graduates whose distribution is strikingly 
unbalanced. Those disciplines are due for some adjust- 
ments in accordance with social demand 


Turning to medical education, even as it satisfies the 
basic quantitative need for qualified personnel in the 
near future, it should ensure the quality of the corps of 
physicians. To resolve some of the problems in the 
present distribution of graduates in certain specialties in 
the field of medicine, the internal structure of medicine 
should be properly overhauled tn light of practical social 
needs. According to studies and analyses, the size of 
admissions in specialties in modern medicine may 
remain unchanged, specialties in the field of pharmacy 
should increase admissions properly, but admissions in 
Chinese medicine should be reduced. 


Specialty Structure in Higher Education 


The specialty structure of higher education is a basic 
structure of the overall higher education structure. It ts 
closely related to and overlaps the level structure, disci- 
pline structure, and other structures. In examining the 
structure of higher education, therefore, one cannot but 
have to involve issues related to specialty structure as 
well. The specialty structure of higher education usually 
includes two aspects: first, the offering of specialties, 
and, second, the distribution of specialties. In both cases 
we are currently confronted with the problem of recon- 
ciling macro control with micro invigoration. Research 
is needed to enable us to enhance the adaptability, 
rationality, and scientific nature of ‘he specialized struc- 
ture. 


The adjustment and optimization of the specialty struc- 
ture cannot be accomplished overnight, but requires 
unwavering hard work over a long period of time. As we 
see it, we should concentrate on doing a good job in the 
following areas in the near future: 


First, step up studies and research using forecasts of 
qualified personne! to get a clear idea of the job structure 
of hiring agencies and their demand for qualified per- 
sonnel, being particularly careful to analyze the distribu- 
tion of college graduates in recent years and feedback 
from hiring agencies. Take necessary measures aimed at 
present problems and immediately adjust the admission 
plan and the direction of training. The State Education 
Commission had been getting something done on this 
front, such as proposing that admissions be suspended 
for certain specialties in response to information on 
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graduate supply and demand, sending investigators to 
the localities to learn about the distribution of graduates, 
and studying the specialty structure by subject. 


Second, revise the undergraduate and specialized cata. 
logs of the new round of institutions of higher education 
Since 1982, the Ministry of Education has successively 
had the catalogs of such subjects as science, engineering. 
agriculture, medicine, and social science revised in 
accordance with the specialized offerings of institutions 
of higher education and social demand of the time. After 
adjustment, the number of specialties in science, eng- 
neering, agriculture, medicine, and social science 
declined from 1,343 to 671, a drop of 50 percent, In the 
process, some specialties were broadened and became 
more general. Moreover, a host of brand-new cutting. 
edge subjects and practical subjects were established, 
thus strengthening specialties in great demand. It should 
be said that this round of adjustment was the macro 
adjustment of the specialty structure and has had a 
positive effect on specialty construction and manage. 
ment in institutions of higher education. Be that as 1! 
may, specialties remain overly fragmented and ineffec- 
tive, problems which have not been fundamentally 
resolved. In the wake of economic, scientific, technical, 
and social developments and the intensification of var- 
ious reforms, both the state and society have new and 
more exacting demands that higher education take the 
initiative to adjust itself to the development of the 
socialist material civilization and spiritual civilization 
Thus, further revising the catalog of undergraduate spe- 
cialties in institutions of higher education has become a 
leading task for higher education today as well as an 
important means for optimizing the structure of higher 
education. 


Whether it is in arts, science, engineering, or medicine 
the scope of specialties must be broadened, the number 
of specialties reduced, and the work versatility of grad- 
uates enhanced. To do so, we must begin by reviewing 
our experience and proceed from realities step by step in 
accordance with priorities, depending on the conditions 
in each specialty. Do not apply one rule across the board. 
Preparation for this purpose had begun earlier in cngi- 
neering and science, where a preliminary plan has been 
put forward. In agricultural and forestry education. 
planning is under way. Work will also begin in other 
fields, one after another. 


Third, tighten the review and approval process for the 
establishment of specialties and their management, and 
vigorously adjust the distribution of institutions that 
offer the specialties. Right now, examination and 
approval for the establishment of a specialty and its 
management are a picture of confusion. That must be 
corrected. Specialties established in recent vears without 
approval of the State Education C..ummission and not 
properly entered in the records should be overhauled and 
dealt with properly in accordance with their different 
circumstances. Specialties where the di ‘ribution of 
graduates in recent years was characterized by an excess 
of supply over demand should be strictly limited. Among 
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institutions of higher education today, too many depart- 
ments offer the same specialties, which is ineffectual. 
According to rough estimates, between 1965 and 1985, 
departments offering specialties increased from 2,833 to 
13,000, with 159 students in each department on the 
average, down from 288. There is a need for the State 
Education Commission to guide and organize provinces, 
municipalities, ministries, and commissions in rectifying 
the distribution points of specialties, zeroing in on 
duplicated specialties, specialties where the supply of 
graduates outstrips demand, and specialties that do not 
meet the basic conditions. 


He Dongchang Discusses Higher Education 


OW0108221790 Beijing XINHUA Domestic Service 
in Chinese 1311 GMT 28 Jul 90 


[By RENMIN RIBAO reporter Zhang Shusheng (1728 
6615 5110) and XINHUA reporter Cao Yongan (2580 
3057 1344)) 


[Text] Lanzhou, 28 Jul (XINHUA)}—In restructuring 
and reforming China's higher education, it is necessary 
to adhere to the basic orientation of training talented 
people to serve socialism, said He Dongchang, vice 
minister of the State Education Commission, at a sem- 
inar on science education in schools of higher learning in 
Lanzhou. 


He Dongchang said that restructuring and reform should 
be aimed at keeping today's higher education compatible 
with the needs of sustained, steady, and harmonious 
economic growth as well as structuring higher education 
for continuous, stable, and coordinated development. 


He said a little more than | million students are enrolled 
at ordinary and adult schools of higher learning in China 
annually. The enrollment should not be increased, but 
should be controlled. The quality of schools of higher 
learning can directly affect the quality of cadres and the 
prestige of higher education. It is necessary to rectify the 
practice in some localities where, under the influence of 
“putting money above anything else,’ diplomas have 
been issued regardless of academic merit. 


The vice minister added that restructuring higher edu- 
cation should be concentrated mainly on the distribution 
and structure of schools of higher learning. In readjusting 
specialties in general, there is no need to increase theo- 
retical subjects, which should be developed at higher 
levels; emphasis should be placed on training profes- 
sionals in applied science and technology. It is necessary 
to strive to rationalize the structure of schools of higher 
learning and improve their overall social benefit within 
five years. Along with the progress of reform, attention 
should be given to harnessing the enthusiasm of teachers, 
students, administrative personnel, and workers. Educa- 
tional reform should include reform of teaching methods 
and programs. For example, students majoring in agri- 
culture should be encouraged to go to the frontline of 
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production, and engineering students should be given 
more training in practical engineering work. 


Happenings in Literary, Art Circles 


‘Wintry Weather’ for Writers 


90CM0262A Hong Kong CHENG MING 
/CONTENDING] in Chinese No 151, May 90 p 23 


[Article by Yang Lien (2799 6647): “Inside Information 
on the Way the CPC Deals With Its Literature and Art 
Circles”] 


[Text] In the wake of the ‘4 June” incident, when many 
famous writers and theorists had been arrested and many 
had fled abroad, the literature and art circles underwent 
“rectification” and become an area of utter disaster, a 
fact that has attracted worldwide attention. 


High-ranking officials of the CPC feel “rectification” of 
the literature and art circles to be an extremely trouble- 
some affair, in fact, it could be briefly summarized as 
“hateful, fearful, and also hopeless.”’ Organizationally, 
when the leadership of the Federation of Literary and 
Art Workers was reorganized, the left wing was allowed 
to come to power, and the Ministry of Culture had He 
Jingzhi [6320 2417 0037), a poet of the extreme left, 
assume the office of acting minister. In the area of 
theory, there was a rehash of the literary theories of Mao 
Zedong, and the Zhuozhou Conference was rehabili- 
tated. However, under the present circumstances, only a 
few writers at the basic level have bartered away their 
honor for the party's patronage; most have reacted to 
“rectification” with silence or with freezing irony and 
burning satire. 


Information from Beijing reveals that the differences of 
opinion among high-ranking Communists regarding the 
treatment of the literature and art circles are quietly 
widening. Persons around Wang Chen [3769 7201] ener- 
getically sponsor the reemergence of Deng Liqua [6772 
0500 5028], to regain a “powerful stature” for the left 
wing of the party, but Hu Qiaomu [5170 0829 2606] and 
Deng Liqun have noi yet openly declared their position 
in this respect, while Li Ruthuan and others have secretly 
placed obstructions in the way of this move. Apart from 
withdrawing his recommendation of Feng Jicai [7458 
7535 2088], a Tianjin writer, for the position of minister 
of culture and agreeing to the appointment of He Jingzhi 
as acting minister, Li has in all other respects used public 
opinion instead of specific “rectification” of persons, 
with the intention of boosting his own image among 
literary and art circles and of organizing his own contin- 
gent of followers. The persons around Wang Chen, on 
the other hand, intend to bring again up the very “free” 
speech that Li Ruihuan, which he gave some years ago 
under the heading “Let us Play up the Special Character 
of Literature and Art and Lessen Specific Involvement 
by the Party,” as a live target for an attack against Li, a 
scheme which was foiled by Deng Xiaoping and the 
Standing Committee of the Politburo. 
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In the Ministry of Culture, Li Ruihuan designated Vice 
Minister Ying Ruocheng [5391 5387 6134) and Liu 
Deyou (0491 1795 2589] to come to the fore, making a 
mere figurehead of Acting Minister He Jingzhi. In the 
exercise of his duties, Li Ruihuan’s specific policies were 
of the following kind, and he accomplished the following 
specific tasks: 


1. He persuaded famous writers and theorists who had 
been arrested to acknowledge their mistakes as a condi- 
tion of their release, thus enabling their early return 
home. This action not only appeased public feelings, but 
also gained international prestige. This was the back- 
ground to the release of one of the main contributors to 
River Elegy, Wang Luxiang [3769 7627 3276), and of 
some others. 


2. For some writers who had participated in local dem- 
onstrations, especially famous writers, he felt imprison- 
ment to be inopportune, and he relied mainly on spon- 
soring discussions with them, allowing them to maintain 
a neutral standpoint, so that, for instance, nothing hap- 
pened to Shanghai's Bai Hua [4101 2901]. 


3. With regard to writers and artists who had fled abroad, 
he followed differentiated and diverse policies. In the 
Ministry of Culture’s list of names, Liu Binyan, Su 
Xiaogang [5685 2556 1660), Xu Kang [1776 0474], Lao 
Mu [5071 2606], and Tsu Wei [4371 1983) are listed on 
a special register, and no illusions are entertained as to 
the attitudes of these persons. On the other hand, with 
regard to such writers and artists as Liu Zaifu (0491 0375 
1788], Gong Jiesheng [1313 2212 3932], Dai Houying 
[2071 0624 5391], and Hua Wenyi [5478 2429 3354] of 
the Shanghai “gunzhu” opera group who had fled to New 
York, he intends to work through a variety of channels to 
have them maintain a neutral position as long as they are 
abroad. Vice Minister of Culture Ying Ruocheng 
declared in the course of a recent discussion that he will 
create favorable conditions for work on their return to 
China and for their future freedom of movement. 


However, it is very questionable whether he can make 
good on his promise. For instance, in the case of Bai 
Hua, an institution in Germany had invited him to visit 
Germany and see with his own eyes the destruction of 
the Berlin Wall, but his visit was not approved by the 
authorities in charge. It is said that the matter had been 
referred up to the Politburo, which had denied approval. 
Communist China is not at all afraid that Bai Hua would 
not come back to China, but is afraid of the statements 
that Bai Hua may make abroad about the “4 June” 
incident, and that it will be difficult to deal with this 
matter after his return, being placed in a passive posi- 
tion. It shows that talk about freedom of moveinent is 
empty talk on which the Chinese Communists will not 
make good. Another difficult question is whether to 
allow family members of those who have fled abroad to 
leave China. There are these two opinions among high- 
ranking Communist officials: Some would allow them to 
go and some would not allow them to go. Allowing them 
to go would seem to encourage flight abroad. and not 


allowing them to go seems to encroach on human rights. 
This question of whether to allow them to go or not is 
indeed a headache for the Chinese Communists. 


4. “Rectification” will be directed mainly toward the 
matter [of ideology] and not directed against particular 
persons, Where theory is concerned, there will indeed be 
reverberations like loud thunder, but actual action will 
be like small drops of rain. Besides, it is the intention to 
give writers and artists a certain impression that the 
changes in the present leadership group are only of a 
temporary nature. Therefore, when this reporter asked 
Ying Ruocheng why a man of such advanced age as He 
Jingzhi was elected to leadership in the Ministry of 
Culture, Ying emphasized that he was only “acting” 
minister and will never become actual minister. This is a 
statement that really should be underlined. 


However, despite the fact that a certain group of high- 
ranking officials in the PRC intends to lessen repercus- 
sions for writers and artists and wants in this way to buy 
public support, the wintry weather for literary and art 
circles has not yet passed in this country. 


Left Wing Dominant in Literary Circles 


90CM0262B Hong Kong CHENG MING 
[CONTENDING] in Chinese No 152, Jun 90 pp 90-91 


[Article by Huai Ping (2037 0393): “Left Wing on the 
Rampage in Literary and Art Circles’’] 


[Text] The Leftist Tune in Literary and Art Circles 


For somewhat over two months now, the mouthpiece of 
the China Writers Association, WENYI BAO, is 
expanding, page after page and issue after issue, on the 
subject of “literature and art are to serve the people.” 
The front-page headline of its 24 March issue was 
“Delegates of Literary and Art Workers at the Two 
Meetings (the NPC [Nationa! People’s Congress] and the 
CPPCC [Chinese People’s Political Consultative Confer- 
ence]) Responded Fervently to the Call of the Times, 
Immersed Themselves Into the Heat of Actual Life, and 
Will Forever Keep Close Ties to the Masses.” The article 
quoted a statement by Feng Mu [7458 3668], a member 
of the CPPCC: “The only way to create an era's literary 
tide is to promote the current advance of history as one’s 
main theme. All writers who have a sense of responsi- 
bility and keep to the socialist road must observe the 
spirit expressed in the Central Committee's decision on 
the need to enhance the party's close ties to the masses. 
They must give serious consideration to the problem in 
their own future life and in their creative practice.”’ The 
front-page headline in the 31 March issue was: ‘*Person- 
alities From Literary and Art Circles Who Attended the 
Two Meetings Enthusiastically Participated in the Polit- 
ical Affairs and Discussions, and Contributed Sugges- 
tions for the Promotion of Socialist Literature and Art.” 
The text quoted remarks by CPPCC member and nov- 
elist Li Zhun [2621 0402] who said that the target of al! 
his own descriptions had always been the masses and the 
real life of the masses and that it is only for this reason 
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that he was able to write things that were worthy of 
appreciation by the common people. Another headline 
in the same issue ad: “Bring Forth More Works Which 
the Masses Wil Love To Hear and Read About.” It 
contained a statement by graphic artist Li Shaoyan [2621 
1421 6056] who laments that in recent years literary and 
art workers have produced some art works which even 
those engaged in art find impossible to understand. He 
believes those engaged in literary and art work must 
resolve two problems: One is whom are we serving, and 
the other is how are we serving. Literary and art workers 
must first of all study Marxist-Leninist philosophy and 
Mao Zedong’s writings to nurture an ideology of service 
to the people. WENYI BAO of 14 April reported on its 
front page on the symposium of some of the capital's 
leading publishers of literature and art, a meeting called 
by the Literature and Art Bureau of the Central Com- 
mittee’s Propaganda Department, and brings the main 
proceedings of the meeting under the heading “We Must 
Enhance the Flesh-and-Blood Ties Between Literature 
and Art and the Masses." In the latter part of the same 
issue, the paper publishes the syeech by Liu Baiyu [0491 
4101 5038), entitled “Literature and the People,”’ which 
he gave to the editorial department of RENMIN 
WENXUE [PEOPLE'S LITERATURE]. f: ec former 
believes that “the problem in the relationship between 
literature and art and the people is the core content of 
Marxist literary and art ideology. Maintaining a flesh- 
and-blood tie to the masses means expressing in essence 
the organic unity of party spirit and affinity to the people 
in socialist literature and art.” The latter believes that “‘it 
is only possible to truly serve the people and serve 
socialism by firmly maintaining the socialist direction in 
literature and art.” 


Profuse Induction of Hack Writers 


It is evident from what has been said above that those 
who speak out are either hack writers and elements of the 
extreme left or conservative elements. Li Zhun is deputy 
director of the Literature and Art Bureau in the Central 
Committee's Propaganda Department. His works, 
written with traditional technique, such as Eastward 
Flows the Yellow River published after the fall of the gang 
of four, were coldly received by the reader public, and 
therefore never republished in recent years. In the end, 
the only work of his that one may ;ecall with apprecia- 
tion is his Don't Go That Road, a piece from the 1950's, 
which was indeed “what the masses loved to hear and 
read about.” Li Shaoyan, the creative graphic artist of 
Yanan in the 1930's, has preserved as his mental totem 
Mao Zedong's Talks at the Yanan Forum on Literature 
and Art. Liu Baiyu had participated in the 1981 criticism 
of Unrequited Love and since then put on a show which 
is, in fact, a rival show to “creative freedom.” As to some 
of the leading publishers of literary and art who attended 
the symposium called by the Literature and Art Bureau 
of the Central Committee's Propaganda Department, 
such as Min Zhi (2404 3419), chief editor of WENXUE 
PINGLUN [LITERARY CRITICISM], Zheng Bonong 
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[6774 0130 6593), chief editor of WENYI BAO [LITER.- 
ATURE), Xu Feiguang [1776 7236 0342), assistant chief 
editor of ZHONG LIU [MAINSTREAM]; Tu Wusheng 
[3205 2776 3932], leading cadre of WENYI LILUN YU 
PIPING [LITERARY THEORY AND CRITICISM]; 
Ding Zhenhai [0002 2182 3189}, head of the literature 
and art department of RENMIN RIBAO,; and Qiao 
Fushan [9829 4395 1472), head of the literature and art 
department of GUANGMING RIBAO, there is not one 
among them who is not of the conservative wing in 
literature and art, and the first four mentioned are really 
Lin Mohan's stooges, who for many years have been 
enemies of the literary reform party. All participants at 
the symposium have had to undergo careful screening. 
Artists who prior to the 4 June” incident had advocated 
freedom for literature and art, who had advocated inde- 
pendence and dignity for literature and art, who in the 
achievements of their painstaking labor had truly 
reflected the life of the people and in the form of their art 
had created something new, all persons of this type had 
been precluded from participation at the meeting. The 
principle that “the voice of one man alone should 
count,”’ a principle which by now had not been about for 
quite some time, has reappeared over the vast territory 
of China, and what is called “service to the people”’ is in 
actual fact service to the communist rule over China and 
service to the consolidation of that regime. In the state- 
ment by Liu Baiyu, which was previously quoted, the 
way he combines party spirit with affinity to the people, 
and the way he places “service to the people” below 
“firmly upholding the socialist direction of literature and 
art’ clears up the mystery. In his speech “Literature and 
the People,’ he defames even more vigorously those who 
would “place affinity for the people above party spirit.” 
He said of them that “they will plunge the people into 
extreme misery, as they are intent only on self-serving 
self-aggrandizement, and that it is absolutely out of the 
question to speak of them as rendering service to the 
people and service to socialism.”’ It shows that Liu Baiyu 
and his sort of people are terrified of works that truly 
serve the people, and that they hate such works like 
anything. After the “4 June” incident, it was permitted 
to publish only works that eulogize virtues and achieve- 
ments, and no work was permitted to see the light of the 
day that pleaded on behalf of the people. This again 
shows essentially what kind of stuff their so-called “‘ser- 
vice to the people” is made of. 


Glib Talk of “Flesh-and-Blood Attachment” to the 
People 


During the recent “literature and art to serve the people” 
offensive, carried out with such loud clamor in the public 
media, some incompetent theorists had finally found a 
theoretical basis for themselves: It said in the report 
from the symposium of some cf the capital's leading 
publishers of literature and art, the symposium which 
had been called by the Central Committee's Propaganda 
Department, that, ‘after the Third Plenary Session of 
the [ith CPC Central Committee, many writers and 
artists experienced a ‘phenomenal outburst’ of creative 
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work, namely work that reflected problems which are of 
neral concern to the masses, and that expressed the 
esh-and-blood attachment and very close ties to the 
masses, and that this made their works many times more 
welcome among the masses.” 


Anyone familiar with the literature and art of Commu- 
nist China during the last 10-odd years knows that the 
above-stated conclusion is a bare-faced lie. After the 
demise of the gang of four, there was a strong propensity 
for works of a new realism which revealed the dark sides 
of the social reality in Communist China. There are two 
reasons for that: One is that the bitter, inhumane life, 
which writers and artists had been subjected to under the 
20-odd-year rule of a cruel regime, provided the very 
material for their creative activities. The other reason is 
that writers and artists were able to enjoy increasing 
freedom under a comparatively more enlightened Com- 
munist Chinese regime (personified primarily in Hu 
Yaobang), when a “three nos” policy was initiated: No 
grabbing by the pigtail [seizing on mistakes], no capping 
people with defamatory labels, and no hitting with a big 
stick. Just imagine, if this movement would not have 
been cut short by the “antiliberalization’’ movement of 
1981, the “anti-spiritual pollution” movement of 1983, 
and the “anti-bourgeois liberalization’’ movement early 
in 1987, literature and art in Communist China would 
certainly have reached the state of “‘a vast expanse of 
whiteness and true purity over the entire land,” and 
where would the “phenomenal outburst" have come 
from? From the establishment of the Chinese Commu- 
nist regime until the demise of the gang of four, the 
Chinese Communists pushed writers and artists to 
involve themselves deeply in the lives of workers, peas- 
ants, and soldiers, and the slogan “enhance the flesh- 
and-blood ties between literature and art and the 
masses" was repeated over and over again. But since 
there was no freedom of creation to speak of at that time, 
works that were produced lacked any noteworthy value. 
It goes to prove again that a flourishing lite ature and art 
indeed requires nothing else but a nonrestraining, non- 
interfering policy on literature and art. 


Mao Zedong’s Famous Dictum Is Again Motto 


When elaborating on the need for literature and art to 
serve the people, several articles in WEN YI BAO cite the 
slogan “what the masses like to hear and read about.” 
This slogan goes back to an article written by Mao 
Zedong, published in October of 1938 under the heading 
“The Position of the CPC in the National War.” The 
original text reads: “‘Foreign stereotypes must be abol- 
ished, there must be less singing of empty, abstract tunes, 
and dogmatism must be laid to rest; they must be 
replaced by the fresh, lively Chinese style and spirit 
which the common people like to hear and read about.” 
This phrase was originally targeted at the attitude of 
party members toward Marxism. It was to express the 
idea that a discussion of Marxism without regard for 
China's specific characteristics would be an abstract and 
empty Marxism, and that it was therefore a problem that 
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urgently required the understanding of Chinese Commu- 
nists, and also urgently required a resolution by Chinese 
Communism, to work out a concretization of Marxism, 
to have its every manifestation display China's specific 
characteristics, and to apply it in the light of China's 
specific character) °s. However, later, people applied 
the phrase “the Ch. nese style and spirit which the masses 
love to hear and read about" to literature and art as the 
theoretical basis for refusing to allow enrichment by 
foreign literature and art. 


We have to understand that, although the formulation 
“Chinese style and spirit which the common people of 
China like to hear and read about" seems outwardly to 
be extremely respectful of the tastes and customs of the 
“common people of China,” the actual effect was a 
surrender to the backward mentality of the common 
people of China, and to have them fore’ or remain in that 
backward state. Because of Chinas despotic political 
system and the traditional ideological upbringing of 
meekly submitting to oppression, the common people of 
China have never had a mind of seeking deliverance on 
their own initiative. They have always pinned their 
hopes on heroes or otherwise outstanding personalities, 
to seize from the rich and give to the poor, to defeat the 
strong and support the weak, or on honest officials to 
come to the rescue of the people. If this kind of popular 
appreciation and custom would be followed, and if such 
purposes would be served by providing the people with 
subservient literary and art works, would this not 
amount to leaving them forever in a state of complete 
ignorance of democratic ideas? Would writers and artists 
that would work in this way not show a complete lack of 
responsibility? 


“People” as a Facade in the Deceit of the People 


Conservatives always criticize modernist works by 
claiming that the masses cannot understand them. They 
say that those artists do not respect national! tradition 
and national customs, and even go so far as to accuse 
them of intending “complete Westernization.”” How- 
ever, if a nation accepts cultura! enrichment from 
another nation to promote development of its own 
national culture, that would actually be a measure that 
any nation with good future prospects should adopt. 
National works of literature and art that show revolu- 
tionary novelty by taking a lesson from foreign literature 
and art, may, in the beginning, due to differences in 
cultural traditions and customs, frequently be found 
unacceptable, but after further study and in the course of 
time, they will naturally fit in. When “obscure poetry” 
first came up in the early 1980's, did not some people 
reject its modern artistry because it scorned traditions, 
and said of it that it was obscurantist, obtuse, and 
enigmatic? In 1983, was it not that people like Zang 
Kejia [5258 0344 1367] still criticized such poetry as 
“blind veneration of Western things, bourgeois, deca- 
dent, and putrid stuff.’ “Highly obscure, highly eccen. 
tric, it will have people gnash their teeth in disgust and 
never get anything out of it.” “Not something that the 
masses like to hear or read about,” also hoping to 
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strangle it in its swaddling clothes? But now “obscure 
poetry” has been accepted by the masses. Those insults 
flung against it are nothing but the humming of flies 
against the wall. 


Whether literature and art is to serve the workers, 
peasants, and soldiers, or to serve the people, in the final 
analysis, these works have to serve the Chinese Commu- 
nist regime. This is the reason why they insist on adding 
to the “literature and art are to serve the people” an 
additional “to serve socialism.”’ There are innumerable 
misdeeds committed by the Chinese Communists under 
the facade of the “people,” and literature and art are no 
exceptions. 


Writer Yi Ren Blasts Hu Shi, Westernization 


90CM0309A Beijing WENYI LILUN YU PIPING 
[THEORY AND CRITICISM OF LITERATURE AND 
ARTS] in Chinese No 3, 24 May 90 pp 106-110 


{Article by Yi Ren (1707 0086): “Hu Shi and Post-Hu 
Shi”) 


[Text] I 


Hu Shi [5170 6624] gave a speech titled “Social Reform 
Required by Scientific Development” at the opening of a 
conference on scientific education in East Asia (orga- 
nized by the U.S. Agency for International Develop- 
ment) in Taipei on 6 November 1961. He spoke in 
English, but we know this is what he said from material 
in the book Exploring Culture and Philosophy by Mr. Liu 
Shuxian [0491 6615 0341], a Taiwan scholar: 


When I was invited to address today’s conference, I 
was skeptical. Probably the conference organizers 
deliberately want to make fun of me, or to make fun 
of the audience. Maybe they want me to play the 
“devil's advocate” at the opening of the conference 
and say a few disagreeable words so that you can all 
tear them apart as you scrutinize them quietly. 


I believe there is little spiritual content in our 
ancient Eastern civilizations. What spiritual content 
can there be in a civilization that tolerated the 
totally inhumane practice of female foot-binding for 
over 1,000 years, without so much as a whimper of 
protest? What spiritual content can there be in a 
civilization that tolerated the “caste system” for 
thousands of years? 


Try to imagine an old woman beggar dying in abject 
poverty. Before she breathes her last, she is still 
chanting, “Merciful Buddha!” in the belief that her 
soul may go to the Pure Land ruled by Buddha. 
Does this old beggar have any spiritual value worth 
mentioning? 


About 35 years ago I proposed that we rethink and 
redefine some terms that are often used and easily 
confused: “spiritual civilization,” “material civili- 
zation,” and “‘materialistic civilization.” 
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The so-called “material civilization” should have a 
neutral meaning because all tools of civilization are 
the material expression of a concept. A stone ax, an 
earthen idol, a modern ocean-going liner, and a jet 
plane (Writer's note: that is, ‘“jet-propelled” plane) 
are all material. There is no reason why a poet or 
philosopher sitting on a primitive sampan should 
deride or despise the material civilization of those 
aboard a modern jet flying overhead. 


I also said that, although the term “materialistic 
civilization” is often used in a derogatory way to 
refer to the scientific and technical civilization of 
the modern Western world, I think it would be more 
appropriate to use it to describe the backward 
civilizations of the Old World. This is because the 
truly materialistic civilizations are those which are 
hemmed in, oppressed by, and cannot break free 
from the material environment and those which 
cannot utilize human intelligence to conquer nature 
to improve human living conditions. In short, | 
have to say that it is the civilization that feels 
impotent to battle the material environment and is 
conquered by it that is pathetically “materialistic.” 


On the other hand, I propose that we consider the 
modern scientific and technical civilization as a 
highly idealistic and spiritual civilization. 


This is my sincere eulogy of the modern scientific 
and technical civilization. 


This was Hu Shi’s last public speech before he died. As 
he anticipated, his speech was a bombshell in Taiwan's 
world of ideas and triggered a debate on total Western- 
ization, a debate on Chinese civilization versus Western 
civilization. It was also the last cultural debate centered 
on Hu Shi before he passed away. 


Supporters of his speech argued that it was right on target 
in its criticism of modern ills. Some people did not see 
eye to eye with him, but believed he was well- 
intentioned. Typical of this viewpoint was the article 
“Cultural Debates: Review and Critique” by Liu Shux- 
ian, who did not participate in the debate. In his article, 
published in UNIVERSITY LIFE, a Hong Kong maga- 
zine (Volume 8, No. 23, 16 April 1963), Mr. Liu Shuxian 
suggested that Hu Shi seemed to be jumping to conclu- 
sions when he totally rejected the ancient Chinese and 
Indian civilizations just because of ‘‘foot-binding” and 
the “caste system.”’ Liu Shuxian asked rhetorically, “Can 
we not similarly prove the absence of spirituality in 
Western civilization by pointing to slavery in Greece and 
Rome, the chastity belt in the Middle Ages, and the 
problem of black slavery in modern America? Similarly, 
it is also far-fetched in the extreme to compare the old 
woman beggar to the advanced achievements of Eastern 
cultures such as Confucianism, Taoism, and the philos- 
ophy of Aoyishu [1159 5030 2579]. If there are supersti- 
tious old woman beggars in the East, isn’t there foreign 
superstition in the West today as well?”’ 
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Liu Shuxian also disagreed with Hu Shi's claim that 
“material civilization’ has a neutral meaning,” con- 
tending that our choice of scientific values is not neutral. 
“If we want science and technology, we have no choice 
but to reject anti-science and anti-technology.” The 
example of the sampan was sheer random shooting. As 
for Hu Shi's definitions of such concepts as “material 
civilization,” “materialistic civilization,” and “spiritual 
civilization,” they really did not amount to much 
because they either were not elaborated or ran counter to 
“established usages.” Finally Liu Shuxian noted that the 
“argument in Hu Shi's speech is simply too flimsy.” 


As for those who objected to Hu Shi's speech, they 
believed that the man who earned his Ph.D. in the West 
did not really understand the spirit of Chinese culture 
and rose to fame merely by interpreting Chinese culture 
to foreigners. Even now, when he was getting on in years, 
he must still lash out at Chinese culture at an interna- 
tional conference, doing his best to vilify and slander a 
much-beleaguered culture. This was clearly intolerable. 
It was Professor Xu Fuguan [1776 1788 6034] who first 
sharply rebuked Hu Shi in his article ““The Shame of the 
Chinese, the Shame of the Asians” published in 
MINZHU PINGLUN [DEMOCRACY COMMEN.- 
TARIES]. Almost immediately Huang Fusan [7806 1381 
0005], a young scholar, wrote an article in WENXING 
[LITERARY SPARK] rebutting Xu Fuguan. Unwilling 
to let the matter drop, Xu Fuguan shot back with a long 
piece, “The Excessively Low-Priced Question of China 
and the West,” in WENXING [LITERARY SPARK]. 
Subsequently, the magazine carried three more articles 
by Li Pengling [2621 1756 7881], Huang Fusan, and 
Dong Fangwang [2639 2455 2598], respectively, in sup- 
port of Hu Shi: “In Defense of Mr. Hu Shi,” “Clever 
Argument Versus Absurd Argument,” and ‘Veiled Crit- 
icism.”” 


On 14 February 1962, just as the debate he touched off 
was gaining momentum, Hu Shi reportedly had a sense 
that he was besieged and was feeling a little depressed. 
That day he attended a banquet. During the banquet, he 
got emotional and said a few words. Then he suffered a 
heart attack, which proved fatal. It never occurred to 
him that his speech would be his swan song. 


Hu Shi is dead, but the curtain has yet to fall on the 
debate on Westernization. On the contrary, it is 
becoming more and more heated. It is just that the 
protagonists these days are Hu Qiuyuan [5170 4428 
0626] and the new-tide “angry young man,” Li Ao [2621 
2407], whose role model is Hu Shi. The two exposed 
each other’s past misdeeds and their battle of words 
finally culminated in a lawsuit, with the Taipei district 
court slapping each of them with a fine. (Li Ao and the 
publisher of his magazine were each fined NT$1,000 
[New Taiwan dollars], while Hu Qiuyuan was fined 
NT$600.) Last year Renmin Wenxue Chubanshe put out 
a book by Li Ao titled Tradition Under the Monologue, 
which includes the article “13 Years and |3 Months,” 
written on 17 December 1962 when Li Ao still bore a 
grudge against Hu Qiuyuan, Xu Fuguan, Zheng Xuejia 
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[6774 1331 4471], and Ren Zhuoxuan (0117 0587 1357). 
As for the rights and wrongs among these people, we will 
not go into detail here. 


At the heart of Hu Shi's speech remained the idea of total 
Westernization. The first person to use the expression “total 
Westernization” was not Hu Shi, but Chen Xujing [7115 
1645 4842] (See Chapter 5, “Reasons for Tote! Westerniza- 
tion,” in his book The Future of Chinese Culiure). As Yin 
Haiguang [3009 3189 0342), an overseas schvlar, put it, 
“Although he (Writer's note: that is, Hu Shi) avoided using 
the phrase ‘total Westernization,’ if we extend his argument 
to its logical limit, the young Hu Shi was not opposed to 
China taking the road to total Westernization in a peaceful 
and incremental way." (See The Prospects for Chinese Cul- 
ture, Book 2). Let me add that the idea of total Westerniza- 
tion is not limited to “young Hu Shi.” We may say that Hu 
Shi was a dyed-in-the-wool proponent of total Westerniza- 
tion all his life. The Hu Shi who wrote “Our Attitudes 
Toward Modern Western Civilization” (see Collected 
Works of Hu Shi) in 1926 (which was the article he referred 
to when he mentioned in his speech the proposal he made 35 
years ago) was as much a total Westernization advocate as 
the Hu Shi who delivered his speech in English in 1961. 


In “Our Attitudes Toward Modern Western Civiliza- 
tion,’ Hu Shi proclaimed loud and clear, “We must 
admit we are inferior to others in everything, not onl 
materially, not only in machinery, but also politically, 
socially, and morally.” (Emphasis my own, same as 
Below Why is Chiv? inferior to other people in every- 
thing? What has been ruining us is not imperialism, 
according to Hu Shi, but “we have been deceiving 
ourselves.“ What has really been ruining China is an 
egoism pervading the country. All the Chinese do is to 
“blame others for everything, not ourselves.”” Thus, Hu 
Shi said, Our number-one priority today is to cultivate 
a new psychology: A willingness to admit our mistakes 
and fully acknowledge that we are inferior to others in 
everything. € second step is to be dead set on 
learning from others. Frankly, we need not be afraid to 
copy. 








Thirty-five years later, in his 1961 speech, Hu Shi was 
still singing the same old tune of China being inferior to 
others in everything. Not only ts our material civilization 
inferior to that of the West, but so is our spiritual 
civilization. Here Hu Shi was still hell-bent on preaching 
total Westernization. The only difference was that he 
now couched his argument in more acceptable language, 
calling it his “sincere eulogy of the modern scientific and 
technological civilization.” 


“Total Westernization”™ cannot and has not saved China, 
as proved by modern Chinese history after the May 4th 
Movement. 


Hu Shi may have gone to heaven with his ossified 
thinking about total Westernization, but his slavish 
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mentality toward all things foreign, his worshipping 
foreign things, his tawning on foreign powers, and his 
slave-to-a-foreign-master looks have not followed his 
body into his coffin and been buried, On the contrary, 
like & specter, they continue to haunt some people, both 
in Taiwan and on the mainland, You do not have to go 
lar back in history, Liu Binyan [0491 6333 7159), Yan 
hiagi (0917 1367 0466), Liw Zaifu (0491 0375 1788), Su 
Kiaokang [5685 2556 1660), and Liu Xiaobo [0491 2556 
4) 34] (some of them already associating themselves will, 
evil anticommunist forces in Taiwan) can all be 
described as his disciples and followers 


In his article “Looking Back as the Century Ends,” Su 
Xiaokang expressed his profound admiration for Hu 
Shi's way. Extolling Hu Shi as a sage, & great teacher, Su 
Xiaokang says the road Hu Shi had chosen is the onl 
permanent solution that intellectuals who truly thor- 
oughly understand the secrets of Western success and the 
roots of Tiriental Backwardness can possibly choose 
(Emphasis my own.) Su Xiaokang slavishly toed the line 
of Hu Sh the elder and treated Westernization as a 
perfect recip. sor solving China's basic problems. The 
only difference is that Su Xiaokang has a new name for 
the Western civilization Hu Shi pursued “bright blue 
civilization, - 








Hu Shi firmly rejected the notion that China’s infenority 
in everything 1s the result of imperialist colonial policies 
Of course Hu Shi was merely trying to whitewash impe- 
rialism Even more straightforward than the founding 
father on this issue 16 Liu Xiaobo, the “dark horse” in the 
world of letters. In his article “The Tragedy of Enlight- 
enment: A Critique of the May 4th Movement,” Liu 
Xiaobo came straight to the point, “From the perspec- 
tive of historical development, colonization of backward 
ations by the West in recent times is a form of progress 
Worldwide colonization drove the course of moderniza- 
olonization opened up a closed territory, a com- 
modity market, and a cultural market so that the entire 
world 1s now open, in particular so that East and West 
are no longer closed to each other. Even more important, 
olonization brought to the world human rights, 
equality, freedom, democracy, and competition, things 
which used to belong to the people of the West only, 
giving mse to free competition on a global scale. Without 
colonization, there would have been no globalization, no 
nternationalization.” He went so far as to say that China 
should have been a “colony for three centuries,” an 
opportunity which, unfortunately, China was deprived 
of. If Liu Xiaobo's dream of total Westernization in 
(hina proves unfulfilled, then China would become a 
subcolony. which 1s worse than a colony 


hor ‘ 


Hu Shi called for total Westernization in the name of 
social reform ” He was not alone. It so happened that 
the troublemaking elite also clamored for total Western- 
vation under the signboard of “reform and openness.” 
What was the “social reform” that Hu Shi talked about 
90 gitbly’ Let us not worry about that. Comrade Deng 
Xiao; ing has laid bare in a profound way the true colors 
{ the elite of the 1980's. He wrote, “In the reform 


SOCTAL ” 


process, there is also disruption trom the right, which can 
be summed up as total Westernization in the name of 
supporting reform and openness, but their purpose is to 
steer China toward capitalism. People who have this 
rightist tendency do not genuinely support reform and 
the open policy. Instead they want to change the routine 
of our society.” (Deng Xiaoping on Arts and Literature, 
p. 119.) 


| am grateful to the editorial department of ZHONGLIU 
[MAINSTREAM] for printing in its inaugural issue 
some valuable materials on the strategy of “peaceful 
evolution” that international reactionary forces are 
applying to China. The following quotation comes from 
a letter da.ed 29 October 1947 from Stilwell, U.S 
ambassador to China, to General Marshall, the top US. 
official in charge of China policy 


China's greatest hope seems to be its young, edu- 
cated intelligentsia. This group of young intellec- 
tuals should be expanded to include the erstwhile 
passionately patriotic students, who have become 
cynical and dispirited because of a frust:>'.o@ env: 
ronment... Given some general Americen aid o. he 
type now under consideration, these yo ing people 
can become a “shock brigade.” ..Th Chinese 
people are suited for democracy by naiure, not 
communism 


What Striwell called the “young intellectuals” here is just 
another term for the supporters of “democratic individ- 
valism,”’ in the words of Dean Acheson, then U.S 
secretary of stete. From his youth until he died, Hu Shi 
epitomized the “democratic individualist.” People like 
him always harbor unrealistic fantasies about the United 
States. In an article written in his early days, Hu Shi 
already portrayed the United States as a “human para- 
dise and “heaven on earth,” even declaring that he 
would work hard to create such a “paradise” and 
“heaven” in China. To Hu Shi and his ilk, total West- 
ernization means “total Americanization.” It 1s not 
enough just to copy the U.S. social system, value system, 
morality, philosophy of life, and way of life. There is this 
classic analogy: Western civilization is like a beauty. If 
you want to possess her, then you must take everything, 
warts and all. You want their squash, onions, tomatoes, 
watches, Simmons mattresses, then you must at the same 
time put up with syphilis, bars, divorce, suggestive 
dancing, rock and roll, and the madness that goes with it 
For more than half a century now, while one bunch of 
total Westernization adherents replaces another, the core 
substance of total Westernization has not changed. Pre- 
cisely because the soi! for democratic individualism ts 
still there. the U.S. strategy of “peaceful evolution” 
retains a smal! audience in China 


Comrade Mao Zedong analyzed “democratic individu- 
alists” thus, “They are easily taken in by the sweet talk of 
U.S. mmperialists, who would have you believe that they 
would honor equality and mutual benefit when dealing 
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with People's China even without a bitter protracted 
struggle. Democratic individualists are still full of the 
vestiges of reactionary thinking, that is, anti-people 
thinking, but they are not KMT [Kuomintang] reaction- 
aries. They are the middle-roaders or nghtists of People's 
China.” (See Selected Works of Mao Zedong, Volume 4, 
p. 1,422.) Let me just add that the so-called social elite 
who fled China after the Beijing disturbances and estab- 
lished anticommunist anti-people reactionary political 
organizations overseas have already been colluding with 
the KMT. As for the likes of Fang Lizhi [2455 05346 
0037) and Li Shuxian [2621 3219 8300), they are War 
tors, worse than bull shit. In short, democratic individ- 
ualists save become the tools or targets that the U.S 
Government looks for to implement its “peaceful evolu- 
tion” strategy in China 


Stulwell continued in his letter 


Once we are clear who our target is, we can provide 
a kind of moral reawakening and revival... with 
former and current students as the most active core 
of this movement. The confidence of democratic 
youth (writer's note: that 1s, democratic individual- 
i6ts) will then be equal to that of communist youth 
And China’s future will generally hinge on which 
side among the modern generation gains the upper 
hand. If we truly beleve in the democratic way of 
life (writer's note: that 1s, American way of life) and 
its ability to conquer the biggest modern enemy in 
the current struggle (writer's note: that is, the CPC 
and its teaching—Marxism-Leninism), then we 
have no fear. If even these procedures cannot defeat 
communist ideas and plots, then nothing wil! 


A couple of things are worth noting here’ |) The U.S 
Government has made the student mo.cment the focus 
of its “peaceful evolution” strategy because it is the 
‘most active core.” 2) The U.S. Government invariably 
pins its hope for the success of “peaceful evolution” on 
the youth of China, or, more specifically, on young 
democratic individualists. 3) In going in for “peaceful 
evolution” in China, the U.S. Government wants to 
overthrow the peopie’s regime led by the CPC and 
Marxism. The student movement that broke out in the 
winter of 1986 and involved over 20 large and midsized 
cities and part: larly the Beying disturbance between 
the spring and summer of 1989 fully demonstrate that a 
tiny handful of democratic individualists, especially the 
so-called intellectual elite. perfect as the US. “shock 
brigade” (Stilwell’s words), commandos, and death 
squad in China, a role both shametul and pathetx 


Peaceful evolution” has been a basic US. policy toward 
China since the end of World War Il. US. presidents 
come and go do their thins ianks, but the policy of 

peaceful evolution” has remained unchanged over the 


decades. In the past decade, in part cular, the Listed 
States has been pressing ahead with that Strategy on all 
fronts. In ideological infiltration, especially, the United 
States has spared no effort In a book published last year 
that has already been hailed in the West. a well-known 
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contemporary U.S. odviser gushes these ideological 
gymnastics opened the door to a much wider infusion 
into China of new Western ideas. Especially within 
Beijing's think tanks, this intrusion generated a special 
fascination with theoris's of the postindustrial society 
such as Daniel Bell, of the social consequences of the new 
information technologies such as Ilya Prigogine, and of 
the shape of the future such as Alvin Toffer. To a 
growing number of Chinese thinkers, these Western 
perspectives had more to offer regarding the real sub- 
stance and direction of the ‘primary stage’ than the 
books of Marxism-Leninism which Zhao's own words 
were helping to delegitimize * 


The words of this Western adviser bluntly show that the 
West is very keen to take over our socialist ideological 
realm and cultural front using modern Western capr- 
talism (in the name of academic exchange, of course) 
They seek to wage 4 war without the smoke of gun- 
powder in China through steady cultural and ideological 
infiltration. Unfortunately, this 1s something that many 
of our well-intentioned comrades and young friends do 
not understan J or do not fully understand. Our opinion. 
shapers should often remind their readers of the danger 
in this area so that they are better equipped to tell nght 
from wrong and heighten their vigilance 


Hu Shi, who was absolutely irreconcilable to commu- 
nism (as he characterized himself to Stilwell) was 
denounced for peddling total Westernization his entire 
life. As for Fang Lizhi, Liu Binyan, Yan Jiaqi, and Su 
Xiaokang, who followed in his footsteps, they are even 
worse than him, nothing more than a pack of rats 
running across the street 


in Benli, SHIJIE JINGJIT DAOBAO 
emembered 


YOC M0266A Hone Kone CHENG MING 
ICONTENDING] in Chinese No 152, Jun 90 pp 46-49 


[Article in “Special 1989 Prodemocracy Movement 
Anniversary Issue IIT by Wu Zuoren (0124 0155 0086) 
“Qin Benh and SHUIE JINGIT DAOBAO—Also Dis- 
cussing DAOBAO’s Influence on the Prodemocracy 
Movement’ | 


[Text] Last year. on 27 April, 100,000 Being students 


took to the streets to protest RENMIN RIBAQO’s reac- 
tionary “26 April editoral, and the prodemocracy 
movement, composed mainly of students, reached a 
climax. Authorities in Shanghai tried in vain to put out 
the fire of democracy and convened a CPC meeting of 
10,000 cadres on that very day to “take a clear stand” 
against the “disturbance That night, they decided to 
clean up SHUIE JINGIJ! DAOBAO and “suspended” 
Qin Benli's (2953 2609 4539] membership in the party 
organization and his post as ciel editor, The authorities 
criticized DAOBAO for inciting “disturbance” and 
“stirring up” student strikes. On the neat day, 28 April 
this prece of criticism was carried in the newspapers and 
broadcasted over the radio 
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This year, again on 28 April, DAOBAQ, which has been 
reorganized under instructions from the Shanghai 
authorities, announced that Qin Benl “has been hospi- 
talized” but refused to disclose the reason for Qin's 
belated “hospitalization,” which is most puzzling. Is Qin 
Henl really gravely il’? Or is he struck by a “political 
wiment’”’’? Qin Benl was one of the vanguards of the 
1989 prodemocracy movement, Whether he is sick of 
not, people in China and abroad who worry about the 
prodemocracy movement are concerned for his safety 


| have always wanted to write something to commemo- 
rate the 1989 prodemocracy movement, bul so many 
thoughts have welled up in my mind that | do not know 
where to begin. In exile, | received the sudden news from 
foreign reporters about Qin Benli's “hospitalization,” 
which made me miss this leader of the prodemocracy 
movement all the more. Qin Benl and | worked together 
at one time and | am familiar with the stores about 
DAOKAQO) | hereby dedicate this article to the revered 
Qin and the fair-minded people in DAOBAQO 


The Core Members of DAOBAO Are “Rightists” 


DAOBA®) was set up by the Academy of Social Sciences 
of Shanghai's World Economy Research Institute 
(chaired by Professor Qin Benli) and was established 
during the “ Xidan Democracy Wall” era. DAOBAO was 
the first to advocate “implementing internal reform, 
opening up to the outside world, and enlivening the 
economy, and it spearheaded the ideas of “emancipa. 
tron of the mind” and “restructuring of the political 
systern”. it has always cried out for China's “democratic 
modernization.” The original cast of DAOBAO, besides 
chief editor Qin Benh, consisted of assistant editors in 
chet Wu Sar [0702 1049], Xiong Yingshi [3574 2019 
4258) (concurrently, editor in chief of the DAOBAO-run 
XINWEN BAQ), and Zhang Xizhi [1728 $045 0037) 
(rumor has it that he has been arrested), and other 
caperts as well as long-time, renowned journalists and 
democratic personalities inside and outside of the party 
Back in 1957 when the CPC was engaging in “rectifica 
trons.” these were the daring ones who “expressed opin 
ons” and “furrously attacked the party” and were sub 
sequently branded “nghtists’, they have long been 
persecuted since. In 1979. when Qin first decided to 
publish a aewspaper that reflected the popular will, he 
said tha: working for DAOBAO) was not being “rightist,” 
that he would have none of tt Many are still dwelling 
ipon this statement with great relish 


Qin's DAOBAQO was a “three-independent” civilan 
newspaper——it ransed funds independently, recruited 
people independently. and advocated independence 
Besides attempting to “strengthen the party's leader 


ship” and making life difficult for the paper, the author 
ities never lent any financial help or granted tt any favor 
The authoritees later claimed that DAOBA© was semi 
official) Probably they felt guilty and were too embar 
rassed to claim that the paper was “official 
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When Qin Ben first gathered tunds to start his paper, it 
took some doing. Most of China sinatellectuals are neh in 
intellect and poor in life Press colleagues and celebrities 
who cared about DAOQHAQ came up with BOO here and 
squeezed another thousand there, and it was not easy to 
pul together a sum of money. “Hoss Qin” was a poor 
man himself. He took great pains, sold his belongs, and 
put up everything he had Renowned scholar Qian 
Junru: [6929 O193 4844), (the late chairman of the 
Academy of Social Scrences of China's Institute of bco 
nomic Research) felt so guilty that he made a generous 
donation of 2,000 yuan, which wes all he could afford 
Qin Benh laughed and said, “Brother, your name may be 
‘Qian’ [money], but you are dirt-poor, too. | appreciate 
your kindness,” and he declined the offer 


DAOBAQO) was not an cconomie ently, nor was ita 
profit-onented newspaper li could not afford to operate 
its own press and had to pay JIEE ANG: RIBAO to do the 
printing. It was at the mercy of others. Faced with 
soaring paper prices, tt could not sit back and enjoy the 
“official price” but had to pay the “negotiated price,” 
and often tt had a hard time making ends meet. But Qin 
Benli vowed that he would not “bow for 5 dou of rice 

and would not run advertisements for money Qin Benh 
forbad DAOBAQ to print commercial advertisements 
especially not on the front page Occasionally, if it was 
absolutely necessary, he would agree to take an ad Wu 
Sai, assistant editor in chief in charge of day-to-day 
business, was Qin's perfect partner: He would station 
himself in JIEFANG) RIBAC)'s office on the afternoons 
and took charge of the paper's layout, he was always 
dependabic, and he made sure that the paper kept up its 
literary quality 


A Subtle Influence on (China's Political Situation 


DAQOBA®) dared to charge the “fortidden zone” and 
break the rule of “unanimous opimon ” From the time it 
refuted the 10. year-long Cultural Revolution and crite 
cived Mao Zedong + mi akes and attacked the “patrar 
chal system” (Cc ctecorshup). ot had steadfastly been anti 
“left” All briliant essays and speeches, whether they 
came from the authorities or civilians, whether they were 
from inside ine system or outside, and whether they 
came from the mainland or overseas, so long as they 
were anti-“left” or showed reform insight, and cven if 
the paper disagreed with the views. were treated equally 
without discrimination and were given a place of prom 
mence in the paper It was willing to print and report on 
all sutmects. (1 course, DACIBAC) was selective mm its own 
ways, and it pul its emphasis on different topics at 
different times. Counted among DAQOBAC)s contribu 
tors were many well-known scholars and cxaperts, Zhao 
Jiyang’s “brain trust leaders of the prodemocracy 
movement and reformists. Qian Jiayu [0578 1367 7467] 
Fang Lizh) (2455 © *6 0037), Low Binyan [0491 6397 
7159], Wang Ruowang [4769 5°R) 2598), Hu Jiwes 
17579 4921 0251), Ge Yang [2047 2254], Yu Haocheng 
(0060 3185 2052) Wen Yuanka: [43060347 0418). Yan 
Jiagi (0917 1367 0366], Su Shaozhi [5685 4801 2535) 
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Bao Zunxin [0545 6690 0207] are among those who have 
had their works published in DAOBAQO 


lt was DAOBAO that first suggested that China's serious 
systemic problems could be solved only by the simulta- 
neous restructuring of the economic system and the 
political system. It advocated changing the policy of 
“closing the country to all outside contacts” to all-out 
“opening up to the outside world,” “steering away” from 
the bureaucratic administration structure, “privatizing” 
to some degree the key factors of production, and 
replacing the “single planned economy” with a “plural- 
istic market economy.” It emphasized “human stan 
dards,” tapping the wisdom of the people, developing 
democracy, abolishing “lifelong tenure,” and replacing 
the “rule of man” with the “rule of law.” Back then, 
upon judging the hour and sizing up the situation, the 
enlightened faction led by the likes of Hu Yaobang and 
Zhao Ziyang accepted DAOBAO's suggestions within 
ihe framework of keeping the socialist system intact and 
formulated a limited resolution on restructuring the 
economic system, which was put into effect 


It was also DAOBAO that suggested that the culprit 
causing the economic reform to stall rather than deepen 
was the “obsolete political system,” and it reiterated the 
need to “restructure the political system” alongside the 
economic reform and let the two complement each 
other. Although it was a proposal for “political reform,” 
and it contained such phrases as “abolition of lifelong 
tenure’ and “popular elections,” which necessarily 
offended many political old-timers, it nevertheless 
brought about the party Central Committee's resolution 
to “restructure the political system.’ Early on 
DAOBAO advocated the “peaceful unification of 
China,” and on the question of the repatriation of 
Taiwan and the return of Hong Kong, it was the first to 
come up with the idea of “one country, two systems,” on 
which it conducted scientific proof and feasibility 
studies. The idea was later adopted by Deng Xiaoping 
On DAOBAO’'S fifth anniversary, Zhao Ziyang and 
others personally sent their congratulatory notes 
DAOBAO's influence on the high levels of government 
in the early days was obvious 


Influence That Reached Far and Wide 


In midcourse and in the later period, DAOBAO not only 
continued to influence the high levels of government but 
also had an effect on the civilians, and it reached far 
across the sea to touch the foreign media, business, and 
political circles. In 1985-86. both THE NEW YORK 
TIMES and YOMIURI SHIMBUN showed an interest 
in financing a yornt venture with DAOBAO to publish an 
‘overseas edition” of DAOBAO. A Chinese-owned com 
pany in C anada also took the initiative to propose a joint 
venture with DAOBAO to print a “North American 


edition Qin Benh, Xiong Yingshi, Wu Sa: | whers 
screened the prospective partners and final ‘to 
go with the Chinese group in Canada DA‘ 8 to 
be responsible for soliciting articles, sup 2 the 
printing. and dome the translations, the (a a side 
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was responsible for funding, registration, publication, 
and circulation. Upon receiving the Shanghai municipal 
party committee's consent, a report was submitted to the 
party Central Committee for examination and approval 
Canadian Foreign Minister Clark sent a letier to the 
Chinese leaders to welcome DAOBAO and to wish the 
first “North American edition” luck. Subsequently, 
because of the “leftist victory” and anti-liberalization” 
movement at the higher level, the letter went unan- 
swered. The “North America. edition” had been sched. 
uled to go to print in Canada end circulate in the United 
States on 16 January 1987, but, on that day, General 
Secretary Hu Yaobang was forced to “resign,” and the 
venture was aborted 


Back in those days, the then President Reagan also 
thought highly of DAOBAO and used it for reference in 
studying Chinese issues and formulating the U.S. China 
policy. When he sent invitations to reporters, 
DAOBAO’'s reporters stationed in the United States 
vere often on the top of his list. When Bush was clected 
president, he invited Qin Benli to his inaugural cere 
mony, but the higher authorities used the fact that 
DAOBADO had just printed a radical essay by Su Shaozh: 
as an excuse, and refused to issue Qin an exit visa 
Afierwards, it took a special pe:mit from Jiang Zemin 
before Qin could visit the United States in April 1988 
Back in 19.9, Qin was designated by party insiders to be 
the first RENMIN RIBAO reporter stationed in the 
United States. Forty years later, for the first time, or 
maybe the last time, this man who had collaborated with 
Hu Sheng [5170 4939) (president of the Academy of 
Social Sciences of China) on the book Meiguo Jing) 
Luchua Shi |History of the United State’s Economic 
Invasion of China}, finally arrived in the United States 
the land of democracy—as chiel editor of a civilian 
newspaper, and he received a warm welcome from 
President Bush 


In recen years, DAOBAO shifted the focus of its study 
and reporting to the reform in the Soviet Union and 
Eastern Europe. CPC “big brothers” were very inter 
ested too. The Soviet ambassador to China met with 
DAOBAO’'s reporters in Beying. A year before Gor 
bachev visited China, DAOBAO had disclosed that 
China and the Soviet Umon would hold a summit 
meeting to bring about the “normalization” of relations 
between the two parties and two countries, it was the 
only paper to provide readers with the inside story 
These cxamples demonstrate that both the East and the 
West took Qin's edition of DAOBADO to represent the 
popular will, that its opimon was sufficient to affect the 
CPC's high-level decisionmaking process, and that i 
played a guiding role in promoting China's reform and 
opening up. Once, | heard some Westerners said, “One 
can tell where China ts headin ‘Sy reading Shanghai's 
SHINE JINGIT DAOBAO.” Ne wonder the politica’ 
old-tuemers were shocked anc id. “Since when has 
SHUTE JINGIT DAOBAO & «+ an ‘economic herald” It 
should be called ZHENGZihi! | AOBAO [POLITICAI 


HERALD)” The paper had to be banished 
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Ho Vibo Criticized DAOBAO 


Qin's edition of DAOBAO was popular with the people 
mainly because it was the forum on human mghts, the 
mouthpiece of democracy, DAOBAO was unique. To 
quote the great writer Ba Jin, “Qin Benli is a brave man 
DAOBAO is unique in that it speaks the truth,” Indeed, 
DAOBAO fought for human rights, sought democracy 
and freedom, steadfastly spoke the truth, and “pleaded 
on behalf of the people.” 


It is worth mentioning the sensational “Ma Ding inci- 
dent” of a few years ago. In May 1986, Ma Ding [7456 
0002), a lecturer from Nanjing, published an article in 
RENMIN RIBAO and quoted Marx as he discussed the 
issue of economic reform, The article was reprinted in its 
entirety by DAOBAO. Who would have thought that 
XINHUA SHE would resort to using Japanese and US. 
newspaper reports, which had quoted Ma Ding’s article 
out of context, to denounce Ma Ding as “antisocialist™ 
and would cook up other siniste, accusations. Subse- 
quently, under “instruction” from high-level officials, 
Ma Ding became the main target of the “antiliberaliza- 
tion’ drive. When Qin Benli heard the news, he raged, 
“There is no human nights protection even for a writer 
Everybody tells lies. What democracy for the people is 
there to speak of?" Back then, only DAOBAO stood up 
to meet the challenge, uphold justice, and speak out for 
justice; it engaged in a war of words with XINHUA SHE 
and eventually won Mr. Ma Ding's “rehabilitation.” 


At a Beijing cocktail party celebrating the 40th anniver- 
sary of JINGJT DAOBAO's publication in Hong Kong, 
Bo Yibo [5631 0001 3134] spoke before members of the 
press and economic and finance circles and Chinese and 
foreign guests and lauded the “success” of JINGJI 
DAOBAO in capitalist Hong Kong but publicly criti- 
cized by name socialist Shanghai's SHUIE JINGII 
DAOBAO, accusing it of “failing to serve the socialist 
four modernizations”’ This nonsense uttered by the 
decrepit henchman soon sent shock waves across Bei- 
jing’s and Shanghai's media circles. Rumor quickly 
spread that “Qin Benli will soon be fired as editor in 
chief, and DAOBAO will have to reorganize or be 
suspended.” In Beijing, some units declined to be inter- 
viewed by DAOBAO's reporters. Shanghai's Committee 
for Foreign Economic and Trade refused to furnish the 
paper with economic and trade information. Qin’'s 
DAOBAO was facing a crisis 


But Qin Bent: did not back off. On the contrary, while he 
was in hot water himoeeclf, he raised the curtain on the 
1986 student movement. On 24 November, DAOBAO 
printed in red on the front page Fang Lizhi'’s “The 
Leadership Role of the Intellectuals” The article 
pointed out that intellectuals have a patriotic tradition, 
they have democratic ideals, they are well-trained in 
advanced science and technology, and they are the best 
educated. Since they are “a part of the working class,” 
they must be the “most advanced clement of the working 
class” and should take the leadership role in everything 
They should not be the “hair” that lives off of the “skin” 
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instead, they should be the “skin.” They must fight for 
democracy and give play to heir knowledge 


In carly 1987, the CPC Central Committee issued a 
document on “anuliberalization” and singled out Fang 
Lizhi's article for harsh criticism in an “addendum” and 
ordered DAOBAO's party committee and editor in chief 
and assistant editors in chief to make “self-criticism.” 
Qin Benhi insisted that Fang Lizhi's article was not 
wrong, that its arguments were correct, and that it 
represented DAOBAO’s viewpoint, and therefore tt was 
not a mistake to print the article, and he refused to make 
“self-criticism” and also refused to print a criticism of 
Fang in DAOBAO. Pressured by the higher authorities, 
executive editor Wu Sai taunted, “Although you agree 
that the article itself is well-written, just because the 
author's name is “Fang” and not “Yuan,” you insist on 
calling a stag a horse and make deliberate misrepresen- 
tations. Perhaps | should simply change “The Hundred 
Surnames” to “The Yuan Family Register” from now 
on, and hopefully | will be spared the clobbering this 
time!” 


This episode not only sowed the seeds for Qin Benli's 
eventual dismissal as editor in chief, but also caused the 
demise of the “North American edition,” which was 
being readied for printing, and it also implicated 
DAOBAO's special reporters and caused the downfall of 
Pan Weiming [3982 4650 7494), chairman of the 
Shanghai Municipal CPC Committee's Propaganda 
Department 


Media Vanguard of the 1989 Prodemocracy Movement 


Yin Benli and his colleagues were aware of the steady 
deterioration in China and knew that there was danger 
everywhere ji icy foresaw the eruption of the 1989 
prodemocracy movement. In late 1988, DAOBAO spon 
sored the “Symposium on the Issue of Global Member. 
ship.” Those who attended were also participants of the 
1989 prodemocracy movement. Faced with society's 
serious crises, they were full of grief, and each voiced his 
opinion. Some were bitter about the “graft and bribery 
official profiteering and corre ption”’. some were worned 
and anxious about the “national economy that was on 
the brink of total collapse’. some were sad about the 200 
millon underfed and underclothed, poverty-siriken 
people and the 300 million illiterate citizens who were 
constantly fooled by the policy of keeping the people in 
ignorance, some were angered by the “trampling of 
human rights.” and some cried out mghteously for the 
“unconditional release of Wei Jingsheng [7614 0079 
3932).” After the discussions, it was agreed unanimously 
that if the authorities did not turn over a new leaf and 
change for the sake the country, they would collapse one 
day and would face “expulsion from global member 
ship” and would eventually destroy themselves! This 
symposium and DAOBAO's special column, “Discuss- 
ing the Global Membership Issue” generated a concen. 
trated dose of publicity and reporting and sent an SOS to 
the people. Objectively. it mentally prepared the public 
for the 1989 prodemocracy movement 
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I remember on the third day after Hu Yaobang's passing, 
DAOPAO and the magazine XIN GUANCHA [NEW 
OBSERVER] (Ge Yang, chief editor,) jointly invited 
scores of prodemocracy leaders and intellectual elites to 
atiend a “Forum To Memorialize Hu Yaobang.” Su 
Shaozhi and Yan Jiaqgi and others pointed out that Hu 
Yaobang had been elected general secretary by a Plenary 
Session of the party Central Committee according to the 
party consti‘ution, but was dismissed by someone who 
was not even a member of the party Central Committee 
(,eferring to the supersovereign Deng Xiaoping's 
decrepit henchman, Bo Yibo) without even going 
through the Plenary Session, What did this irregular 
procedure that violated the party constitution tell us? 
The implication was that it was a “palace coup.” Those 
who attended the meeting understood tacitly, and they 
raised the timely issue of “a reassessment of Hu 
Yaobang” and zeroed in on the greatest evil of the 
tume—"crack down on official profiteering and corrup- 
tion.’ These two issues became the main slogans of the 
student movement which began three days later, and 
they permeated the 1989 prodemocracy movement 
DAOBAO’'s “symposium” was the embryonic structure 
wh) > gave birth to the “Autonomous Federation of 
U sity Students and Intellectuals” soon after. The 
da, — ter the forum to memorialize Hu Yaobang, Qin 
Benli decided to print the minutes of the discussions and 
rushed to get it out before the 22 Apri! Yaobang Memo- 
rial service. This directly fueled the 1989 prodemocracy 
movement. ‘To be frozen in three feet of ice takes more 
than one cold day.” DAOBAO's “symposium” and pub- 
lication of the minutes were the fuse that eventually 
ignited the purge of Qin Benli and his DAOBAO by the 
Shanghai municipal party committee, headed at that 
time by Jiang Zemin 


Forum Marks Birthday, Career of Poet Bian 
Zhilin 


OW 0408085990 Beiyjine XINHUA in English 
O71I9 GMT 4 Aug W 


[Text] Beying, August 4 (XINHUA)}—A forum was held 
here this morning at the Chinese Academy of Social 
Sciences to mark the 80th birthday and 60-year literary 
career of Bian Zhilin, one of China's leading poets, and 
a translator and expert on British literature 


About 100 experts and scholars from the Chinese 
Academy of Social Sciences, Beying University, Beying 
University of Foreign Studies and literary circles 
attended the forum 


Since 1930, when Bian eublished his first translations 
he has published seven poetry anthologies, three collec 

tions of criticism of Chinese and foreign literature, three 
collections of reportage, essays and shori stories, and |? 
translations 


Among these works, the /0-Year Poems, Selections of 
British Poetry, tour Tragedies by Shakespeare and On 
Shakespearean Tragedy were particularly well received 
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The forum agreed that Bian, by drawing on classical 
Chinese poetry as well as modern Western poems by 
Baudelaire, Paul Valery and 1.8, Eliot, has made great 
contributions to the development of modern Chinese 


poetry 


Bian has also made important contributions to transla 
tions of British poetry and studies of Shakespearean 
drama 


The forum urged Bian's successors to learn from his 
attitude of critical adoption of the best of the Chinese 
and foreign literary heritages 


Intellectuals Contribute to National Development 


OW 0608090390 Bevine BELJIING REVIEW in Enelish 
No 30, 23-29 Jul 90 pp 13-16 


[Article by staff reporter Yao Jianquo: “Intellectuals. 
Contribute to Modernization’ | 


[Text] Respecting knowledge and respecting talents con. 
stitute one of China's basic policies. In the last few years 
China has improved the living onditions of the intellec 
tuals, who are playing an important role in socialist 
modernization construction 


In China, the term “intellectuals” refers to people with a 
secondary or higher educational level as well as those 
who have a higher technical ttle than assistant engineer 
In 1989, there were 22.18 million intellectuals in China, 
one-third of whom had received a college education 
This stands in sharp contrast with the less than | million 
intellectuals in China shortly after liberation in 1949 


Along with this increase in the number of intellectuals 
there has been a change in the structure of various 
professions. In 1952, there were only 900 people 
involved in scientific research, 130,000 in engineering 
technology, more than 10,000 in agro-technology and 
over 180,000 in health care technology. At the time, only 
4,000-plus held a tithe higher than engineer or lecturer 
By ‘989, however, the number of scientists and 
reseaichers had increased by more than 381 times, that 
of engineering technical personnel more than 31 times. 
agro-technicians close to 41 times, and people engaged in 
health care technology |5 times. The number of profes 
sors, associate professors, senior engineers, cngincers 
and lecturers reached some 2 million, more than S00 
times that of 1952. As a percentage of the Chinese 
population of |.1 billion, however, they comprise only 2 
percent, a figure lower than many other ceveloping 
countnes. Such a small technical pool cannot mect al! the 
needs of China's modernization drive and so it 1s neces 
sary that the natron make the most of their talents and at 
the same time train increasing numbers of people in 
science and technology 


Respect for Knowledge 


After the Third Plenary Session of the 1 | th Party Central 
Committee held at the end of 1978, China moved to 
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correct past mistaken policies towards intellectuals. I 
was stipulated explicitly in the 1982 Constitution of the 
People's Republic of China that “in building socialism it 
is imperative to rely on the workers, peasants and 
intellectuals’ and the Party also approved the policy that 
both knowledge and talents must be respected and, with 
regard to intellectuals, they should enjoy equal treatment 
and care in life. Such steps have contributed to 
improving the status of intellectuals in society 


A Rise in Status 


The political and social status previously enjoyed by the 
intellectuals has been reaffirmed during the last ten years 
because, like workers and farmers, they are also masters 
of the socialist country. A large number of politically 
sound and professionally competent intellectuals have 
been promoted to various levels of leadership since 
1982. Nation-wide, more than | million technical per 

sonnel now hold important, decision-making position» 


The proportion of intellectual deputies to the Nation a) 
People's Congress and intellectual members of the Chi- 
nese People’s Political Consultative Conference 
(CPPCC) has increased, For example, 63.5 percent of the 
deputies to the Seventh National People’s Congress are 
intellectuals with an education above the secondary 
polytechnical level. Moreover, the overwhelm: 1 
majority of the CPPCC members are intellectuals 


In the ten years between 1979 and 1989, some 2.75 
million intellectuals have joined the Communist Party of 
China, half the total of their CPC membership. Many 
other intellectuals have joined various democratic par- 
ties and people's organizations, and are actively involved 
in State political activities. Through a variety of chan- 
nels, they can criticize and make proposals regarding 
affairs of state. Today, the government and CPC Central 
Committee regularly solicit the opinions of intellectuals 
before coming to a final policy decision 


Academic Titles 


Since China began issuing academic titles in 1985, some 
6 4 million people have been employed as senior profes 
sors, associate professors and lecturers or their equiva- 
lent. Of these people, 930,000 were granted a degree 
equivalent to professor and associate professor and 5 46 
million conferred a title equivalent to lecturer, Some 6 
million technical personnel have received pay rises at an 
additional expense to the state of 1.4 billion yuan. This 
has helped to improve the treatment justly duc to intel- 
lectuals and inspired them to work harder 


Improvement in Working ( onditions and Life 


Intellectuals have seen improvement in both their 
working conditions and life. According to statistics, since 
1984, close to | million intellectuals who had not been 
able to put their knowledge to work suited to their 
special training had been properly placed. At the same 
time, efforts were made to help the some |.4 million 
intellectuals unite with their spouses living in other cities 
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or in rural areas, Many cities and units now provide 
physical examinations for intellectuals and devote major 
eflorts to solving their housing problems 


To redress the situation in which many intellectuals were 
paid low salaries, the state has raised the standard of 
wages for intellectuals to allow for higher pay rises and 
bonuses. These measures have enabled a considerable 
number of intellectuals to increase their incomes and, 
currently, the total wages for the intellectuals in such 
areas as education, scientific research and public health 
are growing at a rate faster than any other 


To encourage this situation, the state has, three times 
since 1984, selected and awarded young and middle- 
aged scientists, technical workers and managers who 
have made outstanding contribution in their field of 
work. Those chosen, 2,219 in all, receive special treat- 
ment in wages, housing and health care. Compared with 
the intellectuals in developed countries, however, Chi- 
nese intellectuals still have poor working and living 
conditions. The steps taken, though not changing the 
fundamentally poor situation, do demonstrate the Chi- 
nese move towards improvement, they show society's 
ecognition of the intellectuals’ wisdom and labour 


Outstanding Achievements 


China's intellectuals have a tradition of patriotism 
Despite the country’s low level of economic develop- 
ment and the consequent low pay scale and poor working 
conditions, they still work to the best of their ability for 
the reyuvenation of their country 


In the early 1950s, soon after the founding of New 
China, more than 2,500 experts, scholars and students, 
including geologist Li Siguang, physician Qian Xuesen, 
mathematician Hua Luogeng and bhiidge expert Mao 
Yisheng gave up the comfortable working and living 
conditions abroad and returned to China. Together with 
other screntific and technical personne!. they succeeded 
in developing such technical products as an artificial 
synthesis of insulin, the atomic bomb. hydrogen bomb 
and satellites’ They also explored and opened up new 
vil-fields in the face of an imperialist blockade. removing 
once and for all the idea that China was an oil-poor 
country. The oi! finds fullfilled growing domestic needs 
and provided the nation with a commodity to sell on the 
international market 


In 1978, China opened its doors to the outside world 
Since then, in order to fill the gaps in science and 
technology between China and foreign countries, more 
than 60,000 students have been sent abroad to study the 
latest in scientific and technological developments At 
the same time, visiting scholars and postgraduate stu 
dents have also bee. sent abroad in unprecedented 
numbers. Those students who have completed their 
studies and returned home have found work based on 
their specialitics studied abroad, thus providing the 
opportunities for them to give full play to ther talents 
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Xu Rigan, an expert of the Mongolian nationality, is 
praised internationally as the “father of test-tube goats” 
because he successfully bred the world’s first externally 
fertilized test-tube goat while studying in Japan in 1984. 
Afier he returned home, the state helped him to continue 
his research by earmarking special funds for an animal 
experiment research centre staffed by six assistants. 
Since that time, he has concentrated all his energy on his 
work, successfully completing 78 experiments. As a 
result, the success rate of the external fertilized test-tube 
goat increased from the previous 45 percent to 95 
percent. Following this achievement, he succeeded in 
test-tube fervlization of an ox, marking a giant leap of 
China's research in the field into the world’s most 
advanced ranks. 


There are many intellectuals in China like Xu Rigan and 
they can often do a lot even if they have never studied 
abroad. 


Fu Huimin, now only 34 years old, is one of the youngest 
members of the school affairs committee of the Beijing 
Institute of Aeronautics and Astronautics. He obtained 
his Master's degree in cog neering in 1984 and a Doc- 
torate degree in engineering a year ahead of schedule in 
1986. After graduation, he had planned to do research in 
the United States. However, when his tutor advised him 
to remain in China because of the great amount of 
teaching and scientific research work to do at the insti- 
tute, he agreed. Over the past several years, in addition 
to participating in two graduate study programmes each 
term, he took part in 15 scientific research projects, 
seven of which have been completed, five of which 
passed ministry-level test, three of advanced interna- 
tional levels and one of advanced domestic level. In 
1988, his research won the 3rd class award for national 
natural science achievements and, in 1989, he won Fok 
Ying Tung's (Henry Fok) award for “Young Teachers,” 
first class. His name will appear in Biographies of Con- 
temporary Famous Figures, compiled jointly by China, 
the United States, Japan and other countries. 


Recalling his younger days, he said with a deep feeling 
that “without the support of the state and of the people, 
I never could have achieved what | have today. As a 
young intellectual, | can and will do a lot for my 
country.” 


Since China instituted national awards for natural sci- 
ence achievements in 1956, more than 700 awards for 
excellence in scientific research have been given out. Of 
these, the proof for the Goldbach conjecture by mathe- 
matician Chen Jingrun along with o.her achievements 
received international recognition. Over the past ten 
years, since state awards for inventions began, some 
1,344 inventions which have won public notice in this 
way generated an economic return of more than 32.8 
billion yuan. In 1989, some 20,278 major scientific and 
technological achievements won awards designated 
higher than provincial and ministerial level. Of these, 
777 were at the state level and || percent at international 
level 
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Mobile Stations 


Those who hold a doctor's degree are the elite of the 
nation's 20 million intelectuals, and they enjoy special 
care by the state in their study and scientific research. 


Since the Regulations on Academic Degrees came in 
force in 1981, China has trained some 4,800 doctorates. 
In order to provide them with necessary working condi- 
tions and bring their ability and intelligence into full 
play, China has established 157 post-doctorate mobile 
stations at 93 colleges and universities and research 
institutions since 1985 in Beijing, Shanghai, Xian, Nan- 
jing, Changchun, Harbin, Wuhan, Hangzhou and other 
cities. Some 76 of the stations are used for science, 75 for 
physics and eight for agriculture, medicine and law. A 
total of 651 researchers who graduated from schools in 
China and abroad are enrolled at each station as post- 
doctorate research personnel. Some 206 of them 
obtained the doctorate degrees abroad. 


In order to support talented post-doctorate research 
personnel, the state earmarked 20 million yuan (includ- 
ing US$2 million) to set up a science fund for which all 
post-doctorates doing scientific research can apply. After 
a Six-Stage screening, some 304 doctors have own access 
to the fund of 2.286 million yuan in Renminbi and 
US$ 360,500 in foreign exchange. They were able to buy 
small apparatus and equipment, experimental materials 
and books with the money. Some of them used the funds 
to hire assistants while some 80 or so post-doctorates 
used the foreign exchange to participate in international 
academic symposiums or go abroad for short-term joint 
research and experimental work related to their speci- 
ality, thus promoting the development of scientific work. 


During ‘he “Seventh-Five-Year Plan” period (1986-90), 
some 26! post-doctors conducted a total of 414 pro- 
grammes of key scientific and technological research, 
incluidng high technology, the national natural science 
fund programmes, major scientific and technological 
programmes at the provincial and ministerial levels and 
highly explorative frontier science programmers. Most 
were successful and 19 of them won science and tech. 
nology awards from the state and its ministries. Mor. 
than ten programmes are being reviewed by the relevant 
departments or have been approved for a patent by the 
state. About 748 research papers were published in 
inhouse or external academic journals and international 
academic conferences. 


Guo Yiajun, a post-doctorate stud: it of the Shanghai 
Institute of Biochemistry under the Chinese Academy of 
Sciences, achievcd outstanding results in his research 
and comprehensive treatment of liver cancer. His new 
method for the comprehensive treatment of tumours 
reduced the cancer recurrence rate in the liver and 
prolonged the life of patients suffering from middle and 
terminal stages of the diseases. His research has been 
highly valued by international medical circles and, in 
1989, he was selected one of the top ten scientists. 
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China's post-doctor mobile stations have been instru 
mental in training high-level specialists, pushing scien 
tific research forward and promoting the construction of 
the national economy and social development. They 
have also provided a way out for those who carned a 
doctorate degree abroad to get back to work in China 
before taking a fixed post, Last year, 33 doctorates 
returned from the United States, France, Britain, Japan, 
Australia and other countries and took up research work 
in the post-doctorate mobile stations around China 


Senten ng Guidelines Established for 
Pornography 


HK0908014790 Hong Kong HONGKONG STANDARD 
in English 9 Aug 90 p 10 


[By Lo Dic] 


[Text] In an effort to step up the anti-pornography 
campaign China's judicial authorities have instructed 
courts on the punishment to be handed out in such cases, 
according to the WORKERS’ DAILY. 


By laying down guidelines for the courts the crackdown 
on pornography and related crimes would be more 
effective, the authorities said. 


The courts have convicted 1,162 people since the launch 
of the campaign in July 1989. Of those punished 785 
were involved with producing or selling pornographic 
materials 


they were accused of seriously poisoning the social 
atmosphere and inducing youngsters into sexual 
offences, according to a statement jointly issued by the 
Supreme People’s Court, the Supreme People’s Procura 
torate, the Public Security and the State 
Publishing wurcau. 


Last year the courts convicted 293,435 young criminals, 
up 36 percent over 1988, of which a major portion were 
sexual offences, the statement said. More than 60 per 
cent of those sentenced for sentenced for sexual crimes 
had been “poisoned by pornographic materials” 


The statement said the nationwide anti-pornography 
campaign had so fa: seen the confiscation of several tons 
of millions of obscene books and more than a million 
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obscene video tapes. Several thousand production lines 
or sales offices had been destroyed and a large number of 
criminals punished. 


However the campaign was facing difficulties, the news 
paper said quoting the statement, and it was necessary to 
employ legal means to ensure its success 


The statement acts as an explanation for a circular 
jointly dispatched by the Supreme People’s Court and 
Supreme People's Procuratorate last month, entitled 
Regulations on the Application of Laws in handing 
Pornographic Cases 


The regulations stipulated which laws should be used, 
depending on the scale of the offence 


It states that people who have produced 25 to 50 obs 
video tapes, or 50 to 100 books or 250 to 500 pictures, 
should be punished in accordance with the law governing 
illegal profiteering. 


The same punishment was applicable to people selling a 
limited amount of pornographic material, or who earned 
15,000 to 30,000 yuan (HK$ 25-50,000) from producing 
or selling such goods. 


For cases involving volumes or values ten times the 
above, those involved would be prosecuted under the 
law governing indecent crimes 


For exceptionally serious offences the courts should 
prosecute under regulations from the National People’s 
Congress that said serious crime should be “ruthlessly 
suppressed” 


The judicial regulations also state that in cases where 
social institutions, such as government units or bus: 
nesses are used to produce, sell or smuggle pornograph 
materials, those in charge should be held responsible 


For lesser cases such institutions can hand out their own 
punishments 


Provincial courts and procuratorates can also formulate 
their own regulations with reference to the conditions 
within thei provinces, and in line with the general 
regulations, it stated 


The Beijing judicial authorities said the anti 


pornography campaign would be a long-term affair 


e- 
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Zhao Xu, Pioneer in Unmanned Aircraft Program 


9O0CM0278A Bevying ZHONGGUO KONGJUN 
[CHINESE AIR FORCE] in Chinese No 3, 28 May 90 
pp 20-22 


[Article by Chen Weigang (7115 0251 6921): “The Story 
of Chief Engineer Zhao and the Unmanned Plane’’] 


[Text] The development of a series of unmanned aircraft 
in China known as the Changkong | was reported on 14 
November 1988 by HANGKONG SHIBAO [AERO. 
NAUTICS TIMES]. 


The overall flight performance of one of the aircraft in 
this series, a large, high-speed, super-low altitude target 
plane reached international standards. When this news 
reached the head designer of the first generation of 
Changkong | unmanned aircraft, he did not get very 
excited, He said calmly, “I just did a bit of the spade 
work.” 


On the night of the 40th anniversary of the founding of 
the republic, as the bright lights illuminated the balcony 
at Tiananmen, he did not forget to go on “doing spade 
work.’ During the few minutes before the fireworks 
display, he was using his ever-handy calculator to figure 
out the aerodynamic characteristics of unmanned air- 
craft. 


This is Zhao Xu [6392 3563), the chief engineer of the 
Air Weapons State Target Range Testing Station No. 2, 
which is part of a certain Air Force training base. 


The Flight of the Changkong 1 


Before he even received his graduation diploma, Zhao 
Xu, who was studying in the missile department of the 
Aeronautics Institute in Beiying in 1959 had already 
fixed his sights on the state target range, located deep in 
the Badanjilin Desert, which was used especially for 
testing airborne weapons. In early fall 1964 he passed up 
the opportunity to stay in Beiing and gently refused his 
girlfriend's pleas, resolutely boarding a train to the West 


From that tine on, lights frequently burned through the 
night in the boiler room of that «mp in the Gobi Desert, 
and, under the lights, the sar-e youth was always to be 
found, diligently studying th ough the night. Late one 
night, two figures were visible through the window. Who 
was the other person? What were they “secretly confer- 
ring” about? The situation then was that all university 
students were sent to do a year of military service at the 
company level before they were assigned io a particular 
unit, and Zhao Xu was sent to the boiler company to 
tend the boiler for a year. On that night, Zhao Xu was on 
duty, and the political commissar of the base went to see 
him. The political commussar knew that Zhao Xu was a 
top graduate from Beijing's Aeronautics Institute, and 
that he had studied flight mechanics and control. “With- 
out a target plane, you can’t settle on a fina’ version for 
any weapon, no matter how good it 1s." e tea! 


commissar complained to him ibout the frustri 
suffered in the past for the lack of a target plane at ..c 
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base. “In the late 1950's, China imported some 
unmanned aircraft from the Soviet Union, but they 
performed very badly. They could be used only over a 
narrow air space, fly for a very short time, and stay 
airborne 10 or 20 minutes, Furthermore, a lot of coop- 
eration was required; every time we wanted to carry out 
acrial target practice, a large Soviet aircraft was required 
to release the unmanned aircraft in midair, There were 
very few of that type of unmanned aircraft left at the 
time, and the carrier planes were almost ready to go out 
of commission.” The words of the political commissar 
weighed like heavy stones upon Zhao Xu's heart. He 
determined to devote his energy to changing this situa 
tion, 


He reviewed his studies and came to the conclusion, on 
the basis of the level of technology in China's aeronautics 
industry at the time, that it would be possible to make an 
unmanned aircraft take off from the ground, if engine 
thrust were increased and the aircraft's takeoff system 
were properly designed. He tended the boiler and con- 
sidered the problem. The lights that blazed all night long 
in the boiler room provided the conditions that enabled 
him to improve the theoretical foundation for his 
unmanned airplane. Before long, Zhao Xu delivered a 
feasible, incisive proposal to his superiors. The report 
elicited keen interest from the party secretary at the base. 
who quickly decided to have Zhao Xu serve as the chiet 
designer of a project to refit an unmanned aircraft. This 
glorious task was assigned to seven university students. 


This is how it happened that Zhao Xu, who had been 
sent down to the company to tend the boiler, was 
transferred ahead of time to the research center. For a 
recent gradu” te like Zhao Xu, this was a very demanding 
task. At that time, apart from a few textbooks on how to 
operate an unmanned aircraft, there were no reference 
works at all. They used the approximate calculation 
method to calculate that if they switched from the 
original ramjet to a turbojet produced in China, the 
thrust could be increased from 300+ to uwearly 2,000 
kilograms, which would be far more than that required 
for takeoff. In accordance with the characteristic concen- 
trated stress of a certain type of turbojet, they designed a 
rigid structure in which the engine and the frame were 
attached together, thereby resolving the problem of 
thrust. 


Unmanned aircraft at that time were carried up into the 
sky and dropped into flight, as if a hen were laying an 
egg. Zhao Xu had a stroke of inspiration as he looked a’ 
picture of a foreign aircraft, and he saw that the principk 
of launching a plane from the air would be the same if 11 
were launched from the ground. He felt that if a small 
taxi vehicle were designed and the aircraft were installed 
on it, the thrust of the aircraft itself could be used to 
prot the vehicle, from which it would detach tselt 
whe. had accelerated to the proper speed, taking off on 
its own power. They dug up scraps from the junk heap 
including wheels from a fighter jet, steel rods, and shee 
metal. They had the base repair shop weld these scraps 
into a vehicle frame. They were going by the seat of ther 
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pants, and they had to make do with whatever they could 
get. As the chief designer, Zhao Xu did overall calcula- 
tions of aerodynamic characteristics, structural strength, 
flight performance, and flight trajectory, Due to the 
backwardness of facilities, he made use of everything he 
could get, including slide rules, abacuses, and manual 
calculators. Where materials were lacking, he devised 
measurement standards by comparing various objects, 
studying and testing along with everybody else. This is 
how they succeeded in making a takeoff vehicle for the 
aircraft. 


However, making sure that the vehicle would separ: te 
from the aircraft was a very difficult problem. If it 
separated too early, the aircraft would not have enough 
lift to fly. If it separated too late, the takeoff vehicle 
would be lifted into the sky by the airplane. This 
problem vexed them for quite a long time. One night, 
Zhao Xu walked out of the office and down a flight of 
Stairs which was pitch dark because a light bulb had 
burnt out. He bent over but still could not see the steps 
clearly. Suddenly he stepped into a void and he tumbled 
down the stairs, knocking his forehead against the wall 
and raising a large bump. He joked to himself, “The 
moment of force when I lowered my head as too 
much.” Suddenly he shouted in excitement. Was this not 
precisely the sort of force that the unmanned aircraft 
ne ded? He turned, ran up the stairs, and formulated a 
plan that differed completely from normal takeoff 
methods. He worked out proofs for every step of the 
plan, and when his coworkers showed up for work in the 
morning to find him buried in his work, they asked, 
“What is Zhao Xu doing here so early this morning?” 
When he announced the new plan, everyone understood 
that he had pulled another “‘all nighter.” 


The aircraft modified by Zhao Xu and the seven other 
voung students was test flown successfully. It laid the 
,oundation for China’s design of its own unmanned 
aircraft, and was a major event in the history of aero- 
nautics in China. Later, this aircraft was named the 
Changkong | unmanned aircraft. A second one was 
modified and completed in the summer of 1967, and a 
third one was modified and completed in early 1968. 


Not only was the success of the modification praise- 
worthy, but so was the selfless spirit of the modifiers. In 
April 1968, Zhao Xu and his comrades-in-arm selflessly 
gave this invention to the Nanjing Aeronautics Institute, 
enabling them to build upon the foundation they had 
laid to develop many diilerent models of the Changkong 
| When the newest generation of the Changkong | 
passed assessment at the national level and its flight 
performance reached an advanced international level. 
the head of the Unmanned Aircraft Research Center at 
Nanjing Aeronautics Institute, Comrade Lu Oingfeng 
[0712 1987 7364), did not forget his comrades who had 
done the initial work on the Changkong '. hie wrote an 
article telling people that the Changkong | unmanned 
aircraft had been developed upon the basis of some 
unmanned aircraft which had been modified by certain 
troops in the Air Force 
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Challenging Nuclear Pollution 


Since the middle of the 1960's, China has made great 
strides with its nuclear testing, successively developing 
the atom bomb and the hydrogen bomb. This proved 
that China was a major power in possession of nuclear 
weapons. However, the nuclear tests caused the health of 
some pilots to suffer, because cach time a nuclear test 
was carried out, a pilot had to fly a plane through the 
mushroom cloud to retrieve air samples for analysis. 
Records indicate that since China's first atomic bomb 
was successfully exploded on 16 October 1964, many 
pilots retrieved samples from the mushroom clouds and 
were injured by radiation. Some have even been forced 
to stop flying. This hard reality was shocking to Zhao 
Xu. He said, “As scientists involved in work on 
unmanned aircraft, we have a duty to prevent pilots 
from being exposed to nuclear pollution.” They began to 
study and experiment on ways to use unmanned aircraft 
to fly through the clouds and retrieve air samples. 


The time: 17 September 1977 
The place: Lop Nur, Xinjiang 


China was preparing to carry out its 14th above-ground 
atomic blast. Zhao Xu led his team to Malan, a site 310 
kilometers from Lop Nur, to await orders. Changkong | 
stood in preparation to sally forth in combat with the 
mushroom cloud. As soon as the aircraft took off, Zhao 
Xu jumped in a jeep and raced 260 kilometers to the site 
where the plane was to land. Zhao Xu determined this 
site only after a long effort. After repeated calculations, 
he concluded that the best landing site was 50 kilometers 
away from the blast. As soon as the mushroom cloud, 
accompanied by a tremendously loud boom, rose in the 
air, the Changkong | unmanned aircraft penetrated the 
cloud, retrieved an air sample, and landed at the 
appointed site, setting a precedent for the use of 
unmanned aircraft in taking air samples in nuclear 
blasts. What amazed people most was that when the 
plane landed, it had almost no fuel left, attesting to the 
accuracy of Zhao Xu’'s calculations 


In order to increase the amount of samples taken in the 
tesis, they upgraded the command equipment and suc- 
cessfully sent a team of two unmanned aircraft to take air 
samples after a nuclear blast. When he saw the team of 
unmanned aircraft safely returning with samples on 13 
September 1979, Zhao Xu's eyes grew misty 


Opening a New Path 


Zhao Xu adopted as his motto a famous quote from Mr 
Lu Xun: “The world did not in the beginning have any 
roads. The places where people have walked most often. 
however, have become roads." 


By 1979, the stock of imported target planes was nearly 
used up. The National Defense Science, Technology, and 
Industry Commission called a meeting of specialists, 
scholars, engineers, and technicians from universities, 
factories, research institutes, and testing units to study 
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ways to restart production un a target plane production 
line imported from the Soviet Union. China had once 
produced copies of Soviet models with help from the 
Soviet Union, but work came to a halt when the Soviet 
Union withdrew its experts. Debate at the meeting was 
intense. A factory stated that 10 million yuan would have 
to first be invested to repair machinery in order to restart 
the production line, and that this figure did not include 
raw and semifinished materials and other expenses. This 
factory contended that it would take at least three years 
to develop the plane and put it into service. A research 
unit fet that the aircraft produced by this type of 
production line would all be done completely according 
to the Soviet model, that the level of performance and 
reliability would not surpass that of the Soviet Union, 
and that they would not meet the needs of the units that 
are the end users. A testing unit pointed out that before 
this type of aircraft could be put into service, a series of 
manned test flights would have to be performed, and 
completely automated flights in which a pilot would 
serve as a “supervisory passenger’ would have to be 
flown, which would directly threaten the lives and safety 
of pilots. An end user unit said that there is an urgent 
need for more target aircraft. 


A sense of responsibility and mission led a certain 
engineer to make uncommon use of his wisdom. Zhao 
Xu put forth his own view: “If we plod methodically 
along with our research, development, and production, 
following in the paths that others have already trod, we 
will always follow behind the others. There is a certain 
type of aircraft which is practically no longer in service. 
Some have been donated to museums, and some are 
being used in schools for education! purposes. If we can 
make use of this type of aircraft, that would save a huge 
amount of money. I think we should directly modify that 
type of aircraft.” 


Zhao Xu's opinion was quickly adopted, and it was 
decided to let Zhao Xu lead a group of engineers and 
technicians to mount an assault upon the task. 


After three years of effort, the major components had all 
been designed and installed, and the newly modified 
unmanned aircraft was taken through runway and flight 
tests. Although it was as docile as a lamb when flown by 
a pilot, taking off and landing smoothly, it acted more 
like a wild stallion without the pilot, and became impos- 
sible to control. Even though an automatic pilot device 
and a completely autor ‘ed contro! system had been 
installed, it refused to lisien *o “orders."’ Every time it 
rolled down the runway, it would careen off to one side 
or the other, and sometimes it simply went around in 
circles. 


When the modification work hit upon difficulties, many 
people recalled what the Soviet experts had said as they 
left: “If you want to modify a manned aircraft into an 
unmanned one, you will have to have a round runway at 
least four kilometers in diameter.’’ Was this statement 
scientific? Was there any other option? Zhao Xu pored 
through countless books, reviewed huge amounts of 
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information and data, and did innumerable experi- 
ments, When the pressure of experiments was at its 
height, there was frequently no distinction between day 
and night. Sometimes he just took short naps in the 
office and continued working the next day. The riddle 
was finally solved. He used the pneumatic braking [sha 
qidong 0458 3049 0520] correction principle and mod- 
ified the takeoff system with great success, enabling the 
unmanned aircraft to run nearly 4,000 meters from the 
east end of the runway to the west end, hardly leaving the 
center line, Thus, he dismantled the “round runway” 
theory of the Soviet experts. 


The Target 5-A was ready for its first formal test flight on 
15 June 1983 after a tortuous developmental history. 
This was an unforgettable day for Zhao Xu. He got up 
very early that morning and felt extremely excited. He 
was thinking about the fact that a four-year struggle to 
“storm the gate and take the pass” was coming to a head 
on this day. If the test flight were successful, it would 
mean that China's unmanned aircraft had joined the 
ranks of the major powers. The public address system 
broadcast a voice from the preparation team: ‘‘Prepara- 
tions finished for plane No. 11. Request permission to 
take off.” Zhao Xu answered firmly, “Permission 
granted to take off.’ Like an arrow released from the 
bow, unmanned aircraft number |! moved down the 
runway. This silver-gray aircraft had taken off and 
landed from this runway many times, but it had never 
done it without a pilot. Today it was to shoot into the sky 
all by itself. Zhao Xu's face took on a serious expression, 
because he knew that the trip down the runway was the 
key to the success of this test flight. He felt very satisfied 
as he watched the aircraft hug the center line of the 
runway. Just when Zhao judged that the aircraft was 
about to take off, suddenly a fireball flashed. The aircraft 
had exploded. Smoke billowed into the sky. It was as if 
Zhao Xu had been struck by a bolt from the blue. 


An investigation into the cause of the accident showed 
that the control system was receiving the signals for the 
landing gear two seconds too early, which caused it to 
retract the landing gear before it was completely off the 
ground. They did not lose heart, though. Once they 
found the cause of the accident, they went back to work 
to modify the aircraft and test it. 


On 6 June 1984, after being approved by the Central 
Military Commission, a test of a new mode! of air-to-air 
missile was carried out at the Air Weapons State Firing 
Range. As dawn broke, the first rays of sunlight lent the 
firing range a misty beauty. A red, high-speed, 
unmanned aircraft rested silently on the runway. A series 
of orders issued forth from the command center: “Start 
engine!" “Take off! With a thunderous roar, the 
unmanned aircraft took off, rose into the sky, turned, 
accelerated... Twenty minutes later, a new, Chinese- 
made high-speed attack plane loaded with a new type of 
missile shot up into the sky. It closed in on the 
vu..manned aircraft. An evasive maneuver followed. It 
closed in again, and another evasion ensued. A few 
minutes later, a missile spit out fire as it rocketed toward 
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the unmanned plane. For a split second, the sound and 
sight of an explosion rent the air. The missile had hit its 
target. The first flight of the new unmanned aircraft was 
a success. An old specialist exclaimed excitedly, “The 
techniques used to modify this unmanned aircraft can be 
used to modify any subsonic aircraft we have in China! It 
is as if we had built a giant unmanned aircraft factory for 
China.” 


Telegrams of congratulations from the Air Force and the 
National Defense Science, Technology, and Industry 
Commission added to the festive atmosphere. At this 
very moment, chief engineer Zhao embarked upon a new 
journey: the modification of supersonic fighter jets. 


Report on Aviation Troops’ ‘Heroic Zhongdui’ 


90CM0277A Beijing ZHONGGUO KONGJUN 
[CHINESE AIR FORCE] in Chinese No 3, 28 May 90 
pp 5-9 


[Article by Su Youhua (5685 3945 5478) and Li 
Yongchao (2621 3057 6389): “Where Seconds and 
Inches Mean Everything—A Report on the Aviation 
Troops’ Heroic Zhongdui"™’} 


{Text} (A brief history of the dadui.) The /st Dadui was set 
up by a certain regiment in the Guangzhou Air Force in 
1951. This heroic, lightning fast, and valiant group shot 
down 11 aircraft and damaged three more without losing 
one of its own during the War To Resist U.S. Aggression 
and Aid Korea. Another glorious triumph in battle on 29 
July 1958, when our aircraft outgunned the enemy 3 to 0, 
was their handiwork. The group was honored as a ‘‘crack 
zhonedui™ by the Air Force in 1964. In 1965, it was 
named the ‘Heroic Zhongdui of the Aviation Troops” (a 
designation which was later changed to dadui after the 
zhongdui was made a regular part of the Air Force 
organizational hierarchy). This dadui has now main- 
tained a record of safe flight for 39 straight years, and it 
has been evaluated by its superiors as an advanced unit for 
the last 14 years in a row. It has also been awarded the 
Third-Class Prize for Merit once and the Second-Class 
Prize for Merit four times. Last year, the Ist Dadui was 
chosen by the Air Force as a model unit of grassroots 
construction, and the dadui party branch was named by 
the General Political Department as an advanced grass- 
roots party organization. 


The year is 1989. 


Before the smoke from the firecrackers set off to cele- 
brate the Lunar New Year clears, an order is received, 
and a group of young pilots in their twenties steps into a 
room full of pennants and plaques attesting to the 
excellence of their dadui. 


These young men (“living dragons and breathing tigers,” 
as the saying goes) are highly educated, have broad 
interests, look eagerly to the future, and have great 
confidence in life. They have gone through four years of 
rigorous’ ‘raining in flight school, and, exactly three years 
after graduation, it appears that they have jumped 
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another rung up the ladder after being trained in the 
operation of three types of modified fighter jets. They 
feel incomparably honored at being able to join the 
“Heroic Dadui of the Aviation Troops,” a fighting unit 
whose fame has spread far and wide. They have been 
prepared for the intense and rigorous requirements of 
the heroes’ unit, but what exactly is it that awaits these 
men? 


The First Day of Flight 


On 25 February 1989, this group of young pilots had its 
first day of flight since coming to the Ist Dadui. 


The aircraft were lined up at the airport. One jet after 
another roared down the runway and lifted into flight. 
Lin Rongjun [2651 2837 6511], that feisty young kid 
from Dalian, the city on the beautiful seacoast, was one 
of the better pilots in the group. On this day, his flight 
went smoothly, and he felt very relaxed 


When it came time for him to fly again, he scanned the 
scene through the glass of his cockpit as ne taxied the jet 
toward the runway. Suddenly, he saw Wang Chunhai 
[3769 2504 3189], commander of the dadui, standing on 
the resting pad peering intently in his direction. Lin 
Rongjun, after 10 days or so in the dadui, had gotten a 
very good impression of the dadui commander. He had 
concern for people, set an cx »mple in everything he did, 
and had a good sense of humor. Lin impulsively lifted his 
left hand from the throttle and made a casual, clever 
salute to the dadui commander. 


We have seen pilots salute and blow kisses from the 
cockpit in foreign movies, and no one thought anything 
of it. No one, that is, except commander Wang Chunhai. 


It never occurred to Lin Rongjun that this little flick of 
the hand, plus the fact that he did not promptly notify 
the flight controller when he reached 1,000 meters, 
would lead commander Wang to criticize him severely 
during evaluations, saying that he flew too nonchalantly. 
The commander asked him to do a self-criticism. 


His face grew red, and he bridles 2° ‘his treatment, 
thinking, “All I did was wave. And I didn’t get into any 
big trouble when I was flying, so why nake it sound so 
serious? Isn't he making a moun‘ain ut cf 1 Molehill?” 


Wang Chunhai has Wang Chu.\s.’s standar.ts. 


The heavy weight of historical honor itself exerts a kind 
of pressure As the 16th commander of . .« «st Dadui, 
Wang Chunhai is deeply aware of the responsibility that 
re. s upon his shoulders. He and Wen Zuxiang [3306 
4371 3276), the 15th instructor of the unit, feel that tis 
group of pilots is young, full of life, and well grounded in 
the basic skills, but that they are clearly too cavalier, 
which is at great variance with the tradition of the Ist 
Dadui! 


lust look at all the foreign tricks they pulled on the first 
day of flight! Some of them made movements that have 
nothing to do with flying. Some of them use the wrong 
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radio terms, saying “passed” [tongguo] instead of “make 
a pass,"’ [tongchang] or “radio station” instead of ‘flight 
control center."’ Someone flying at 1,000 meters reported 
an altitude of 800. Some people taxied too fast. Some 
didn't even have their oxygen masks on as they taxied to 
the runway... With something as serious as flying, every 
movement should be subject to rigorous standards, and 
every word or phrase used to make reports must be 
carefully chosen. 


That evening, Wang Chunhai and the insiructor had a 
talk with Lin Rongjun. They talked about the tradition of 
the dadui and about the importance of behavior during 
training. They talked about how irrelevant movements 
cannot be made in flight, about the dangers of noncha- 
lance, and about how nothing is meaningless in flight. 
After listening to these words, Lin Rongjun gladly and 
willingly made a self-criticism. 


Another Day in Flight 


The time is mid-March 1989, On this day, the Ist Dadui 
is flying in formations of two. It is time for the pair led 
by Fang Yuman [2455 3768 3341] to split up and land. 
Fang Yuman lands first. However, time goes by and we 
still see no hint of the second plane, flown by Lin 
Rongjun. Wang Chunhai clutches his watch and counts 
the time. 


A minute goes by. Ten seconds, 11, 12... 20 seconds and 
still no aircraft. What's wrong? Oh, here it comes! It 
glides in and lands. Wang Chunhai looks at his watch. It 
has already been one minute, 35 seconds! 


According to scoring standards, when formations land, 
the time between landings can neither be too short nor 
too long. Five points are awarded if the aircraft land 
within one minute of each other, give or take five 
seconds; four points for plus or minus 10 seconds; and 
three points for plus or minus 15 seconds. Fang Yuman’s 
team apparently has failed to qualify. 


It is Wang Chunhai’s custom to evaluate performances 
on the spot, and he likes to get to the bottom of every 
incident, large or small, immediately. He strides quickly 
to the resting pad and asks Fang Yuman and Lin 
Rongjun, who have just gotten out of their planes, ‘What 
happened with you two?” Fang Yuman does not say a 
word. Lin Rongjun says, “It might have been because my 
speedometer is off. It reads about 50 kilometers per hour 
faster than the actual speed.” 


Wang Chunhai's face immediately takes on a grim 
expression, and he furrows his brows deeply. He says 
angrily, “You do such a lousy job on a task this easy! You 
look as if you'd never flown in formation before! If your 
speedometer was off, why didn't you calibrate yourselves 
in the air and get it straightened out? Why didn’t you 
report to the tower before you flew back and landed? 
How are we supposed to take care of ground prepara- 
tions? Why didn’t you get coordinated?” He announces, 
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“You haven't qualified as skilled pilots today. If you 
don't find out exactly how this happened, you're not 
going to fly anymore.” 


Wang Chunhai always speaks fast, but when he criticizes 
someone, it sounds like a string of firecrackers going off. 
There were a lot of ground crew around when this 
incident happened. Fang Yuman had a hard time swal- 
lowing this criticism, He felt that he hadn't made any 
mistakes in his procedures or maneuvers. They had 
landed a bit too far apart, that was all. Making moun- 
tains out of molehilis again! 


At first glance, this tall guy from Harbin, with his curly 
hair and prominent nose, looks a bit like a foreigner. His 
skills as a pilot are fantastic, but he’s rather proud. The 
dadui commande: didn't take this pride into consider- 
ation at all with his criticisms; Fang Yuman’s face turned 
beet red. As he v alked to the rest area, he mumbled to 
himself, “We were only 10 o1 20 seconds off...” 


When Wang Chunhai heard his mumbling, he stopped 
him and said. “You were the lead plane, so you're the 
first one who has to take responsibility for today's 
incident. Do you know it’s dangerous for two planes to 
be too far apart? You don't think !0 or 20 seconds off 
was too bad? How much distance in the air is 10 or 20 
seconds? If it were a four-plane formation in combat, 
having every plane that far apart would be a disaster!” 


During evaluations that day, Wang Chunhai again criti- 
cized the incident and told them they would definitely 
have to find out how the incident had happened and 
learn a lesson from it. 


Only at that time did Fang Yuman finally realize the 
gravity of the problem. After the meeting, he and Lin 
Rongjun earnestly looked into the cause of the incident, 
learned a lesson, and came up with ways to prevent it 
from happening again. 


While visiting Dadui No. |, this reporter copied down a 
list of rules which can be found on the beck of various 
documents: 


Ten Rules for Conduct Around Aircraft 


1. Pilots must move quickly when boarding aircraft and 
maintain an enthusiastic demeanor. 


2. Pilots must salute and report to the instructor and the 
lead aircraft when boarding and getting oif aircraft. 


3. Pilots must take drinking water to the lead aircraft and 
the instructor. 


4. Pilots must earnestly listen to the evaluations of the 
lead aircraft and the instructor. 


5. Pilots must report any flight problems in a prompt 
manner to cadres of the dadui. 


6. Pilots must report any health probiems in a timely 
manner to flight physicians. 
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7. Pilots must respect the on-duty staff officers’ work 
They must ot argue or dispute with them 


8 Pilots must respect aircrafi maintenance personnel. 
Piles ov t take the initiative to help maintenance 
push aircraft 


9 Pilots must develop a spirit of friendliness, and take 
the initiative to take meals and water to people 


10 Pilots must maintain a serious atmosphere around 
aircraft. They must not talk about matters unrelated to 


flight 


pilots long 'o make a 
path 
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[3769 1730), who had been bringing up the rear, sud- 
denly heard « splash in the water next to the path and 
turned to see what it was, Wow! In a sloping ditch 
between two fish ponds, a four-inch-long crucian carp 


ince. When he was little he 
relatives in the countryside and had 
ditches between the rice 
fish in front of him 

pastime, and in a forgetful moment, 
edge of the pond and brought up the fish He exclaimed 
excitedly, “A fish! A fish!” When everyone looked back 
and saw Wang Qiang’s childish enthusiasm. they could 





discipline” He immediately 
threw the fish down and got back into line 


Although this was just a little incident, he still willingly 
made a self-criticism at the daily affairs meeting. 


Ten Don'ts of Military Conduct and Discipline 


| Personnel are not allowed to dress sloppily or wear 
military uniform without wearing a hat. 


2. Personne! are not allowed to make unauthorized 
modifications of their military uniforms or mix new and 
old uniforms 


3. Female personne! are not allowed to wear fancy 
undergarments, high heel shoes, strange shoes, or 
brightly colored shoes. 


4. Cadres are not allowed to leave the military com- 
pound with their military uniforms on. 


5. Personne! are not allowed to grow long hair, beards, or 
fingernails. 


6. Personne! are not allowed to smoke or cat while 
walking 


7. Personne! are not allowed to throw their arms around 

a companion's shoulders while walking. or “do the three 

things” with their hands (1.¢ —put hands in pockets. 

neater a eres 
) 


& Personne! are not allowed to rol! up shirt sleeves or 
pant cuffs. 


9 Personnel are not allowed to walk around bare- 
chested 
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the skies sunny 


The place is China's Jiangnan region, the time is April 


The wind is light 


10. Personne! are not allowed to throw clothes casually 


about while excrcising 


How Long le One Minute, 1 Seconds’ 
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On the runway, wearing gravity suits, Wang Chunhai 


and Fang Yuman are perspiring rivulets of sweat 
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After repeated practice, the entire dadui was able to 


complete the “‘three-bag” emergency assembly proce- 
dures in one minute WO seconds of two minutes 


No wonder they were able to pass the test when this 
surprise was sprung on them 


- 4 this ay — was 


— of ys ap division 


Dinner that day for Wang Qiang and Xie Xiaoming was 
delayed, but their spirits were high 


Ten Questions on Character Building in the Ist Dadui 


|. Do you get out of bed and make it up in less than three 
minutes” 


2. Do you join the ranks in time when there i¢ an 
assembly”? Do you often lag behind the rest of the men” 


} * marches and exercises. do you maintain a 
sharp military bearing” 


4. Do you normally pul your clothes away neatly’ Do 
you do housekeeping chores conscientiously” Have you 
completed the “four xed things in three minutes” 
chore” 


5 Do you .mmediately act upon regulations handed 
down by your supenors and the demands of the dadui” 


6. Do you make sure to obtain permission for all vaca- 
tion ‘eave” 


7. Do you turn out the lights at night on time? 


8 Are you able to complete all preparations for emer- 
gency combat flight and mechanized mobilization” 


9. How is your conduct at the outer airfield’? Do you 
show quickness getting in and out of aircraft” 


10. Are you concerned about the group as a whole’? When 
you see a mess anywhere on the dadui premises. do you 
take the initiative to clean it up” 


completed, 
ised the combat pre 
eepe cially praised the te et 
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(7281 2512 0342) “Radar 
Frequency-Stabilized System") 
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for visibility amid clutter has rion from the nal 
18dB to . greatly improving the radar's 
airspace detection ability 
Developments Reported in Satellite 
Communications 


Vehicle-Mounted Satcom Ground Station 
— Reting KEI RIBAO in Chinese 16 Jul ⏑— 
p 


Unattributed article © }-Meter Vehicle-Mounted Satel 
ite Communications Ground Station Debuts] 


[Text] (Summarized from JIANGSU KEJI BAO) A 
hew communications system desribed as a }-meter 
vehicle-mounted satellite communi.cions ground sta- 
tion has been developed by Research Institute 63 of the 
PLA [People’s Liberation Army} General Staff, and was 
technically certified a few days ago This flexible, secure 
high voice-quality system permits simultaneous mult - 
pleased bidirectional secure digital speech. is easy to 
operate, has high output power, a high reception-quality 
factor, and can function in the automated 
measurement and control (CAMAC] mod: All the sta- 
tion equipment may be installed on one vehicle The 
appearance of this system provides a new dimension for 
troop mobile communications 


uy Ah, 


He ZHONGGUO JISHU SHICHANG 
RAO BAO (CHINA CHNOLOGY MARKET NEWS) 
in Chinese 14 Jul 90 p 2 


Unatinibuted article “MSR-1| Multichannel! Satellite 
RF Modulator™| 


rad a The MSR-i multichanne! satellite TV RF 
radio ] modulator. developed by the Nanjing 
val Applied Electronic 


4 


v vee 6-12 channels, tuning range, about 
10d By ee Was o cea s ee 
modulation depth. video. 80 plus or 
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Army Takes Up (arming as Sideline Occupation 
1K 41007085290 Hong Kong MING PAO in Chinese 30 
Jul 90 p 2 


[Newsletter From Beijing” by Pu Li (5543 0500) 
“Mainiand Army Takes Up Farming as Sideline Occu- 


“ 
pation’) 


[Text] On the eve of the | August Army Day, invited by 
a friend working in an Air Force unit, this writer drove 
from Beijing to the where a certain regiment of the 
Sixth College of in Hebei Province’s Dingxing 
County was situated It happened that a meeting on the 
welfare management of the Air Force unit under the 
Beijing Military Region was being held there According 
to my friend, the of the on-the-spot meeting. 
which was not the first of its kind to be held there, was to 
let the whole Army engage in ural and sideline 


production so as to improve living standards of 
officers and men 
According to a briefing, as the military units are short of 


expenses and prices have gone up, there has been a 
relative drop in the living standards of officers and 
soldiers The units will have too many difficulties to cope 
with if they rely exclusively on annual military 
ng covered by state finances. A captain said that. 
if we make our plan according to the expenditures 
alloted to us by the higher authorities, the mess officer 
will have to count every cent and make every cent count 
to ensure that the soldiers will have better meals How. 
ever, there were also cases of income falling short of 
expenditures, causing discontent among the soldiers 


In this situation. man) units were involved in the prac- 
tice of engaging in business to make money. Cases of 
taking bribes. violating criminal laws, and breaking 
military discipline occurred now and then To counter 
this situation, the Central Military Commission sternly 
punished the officers and men who violated the law It 1s 
said that the commander and political commissar of a 
regiment of the Ai Force under the Beiying Military 
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Region were punished for that reason An important 
central official suggested tha: the Army rely exclusively 
of state provisions and be barred altogether from run- 
hing companies and engaging in agricultural and sideline 
production so as to better on mi tary discipline and 
enhance combat capability Nevertheless, when military 
spending is concerned, the authorities in charge of state 
revenue are —* to help but are unable to give 
additional funds Finally. a compromise opinion was 
reached That is, all companies and money-oriented 
institutions should be disbanded, and engaging in agri. 
cultural and sideline production after training is ensured 
will be allowed Last year, the Central Military Commis- 
sion formulated the “Program for Building Grassroots 
Military Units” and Jiang Zemin, secretary of 
the CPC Central Committee, + an instruction on 
closer relations between officers and men Hence, the 
whole Army has since then regarded production and 
livelihood as part and parcel of Army building 


A certain regiment under the Siath College of Pilots 
occupies a vast tract of land, of which cultivated land 
amounts to 1.200 mu or s. Since it dishanded its 
previously run —_ the regiment has run a 
chicken farm. a rm. a milk cow farm, fishponds, 
staple and food processing workshops, a cake 
workshop. a bean-curd plant. and vegetable and meat 
supply centers. All companies under the regiment are 
= than sufficiently supplied with meat and vegeta- 


The Air Force under the Being Military Region netied 
1 | millon yuan from its agricultural and sideline pro- 
duction last year, of which 65 percent was used in 
improving the meals of officers and men. 20 percent in 
expanding production, and the remaming in the combat 
soldiers’ recreational facilities The regiment was locally 
called the “big player” [da hu 1129 2073). In the past, it 
bought several hundred or thousand jin of meat and 
by at a time This aroused discontent among 

people Now it has basically been sufficient in 
this respect by working its own land, thus casing strain 
on the market and improving relations between the 
Army and the people 
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EAST REGION 
Shandong Studies Development in Northeast 
Provinces 


SK0608011590 Jinan Shandong Provincial Service 
in Mandarin 2200 GMT 4 Aug 90 


[Text] A group led by Ma Zhongchen, ty secretary 
of the provincial party committee, to study and 
observation in the three Northeast China provinces of 
Liaoning, Jilin, and jang returned to Jinan 
recently after successfully ing its study and obser- 
vation tasks 


In line with the unified arrangements of the provincial 
party wears and + Comrade Ma 
Zhongchen led responsible comrades of 14 pertinent 
departments of the provincial pi -r and 
government to conduct study and tion on the 
issues in the fields of party building, party discipline. 
ideological and political work, economic construction, 
reform, and opening up. In addition to hearing the 
introduction he leading comrades of the various 
provinces on the situation, the departments also held 
extensive discussions with their counterparts, and vis- 
ited the seven cities of Dalian, Anshan, Benxi, Shenyang. 
Changchun, Jilin. and Harbin; the Dalian develor at 
zone opened to the outside world, the three bord: fe 


outlets of Manzhouli, Heihe, and , th uve 
major enterprises of the Anshan Iron and Com- 
the No. | Motor Vehicle Plant, the 


pany, 
Jilin Chemical Industrial Company, the Harbin Boiler 
Plant, and the Harbin Aircraft Manufacturing Plant, the 
Liaoyuan and Changtu Agricultural (words indistinct). 
the institutions operated by (Dalianwan) Town, and the 
Harbin Commercial and Trade Center. 


Comrades of the three Northeast China provinces 
attached great importance to the activities of study and 
observation. Quan Shuren, secretary of the Liaoning 
Provincial party committee, He Zhukang. secretary of 
the Jilin Provincial party committee, and Sun Wr'ben. 
secretary of the Hei Provincial party com- 
mittee, met with the comrades of the study and . dser- 
vation group. 


Our province has always had close economic relations 
with the three Northeast China provinces. After a half 
month of study and observation, not onl, have their 
friendship and mutual understanding been enhanced. 
but also their economic and technological cooperation 
has seen new progress. After full consultation, the three 
provinces unanimously agreed to establish closer coop- 
erative relations with our province in more extensive 
spheres, at higher levels, and through more measures. 
Our province signed a letter of agreement with Liaoning 
Province on further developing the lateral economic 
cooperation between the two provinces, with Jilin Prov- 
ince an agreement on establishing long-term and stable 


economic cooperative relations, and with Heilongjiang 
Province an agreement on establish 
nomic cooperative relations. Meanwh 


long-term «co- 
. 1. also signed 
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with Liaoning and Jilin Provinces, respectively, 
ments on protecting the legal rights and interests of the 
units involved in their lateral cooperation After discus- 
vions and consultation, our province and the three 
provinces brought forward 79 projects on economic and 
technological cooperation which they intended to carry 
out 


During the study and observation, Comrade Ma 
Zhongchen and responsible comrades of pertinent 
departments also held a forum in Shenyang with the 
cight persons invited by our province to serve as advisers 
to economic cooperation to hear their opinions and 


suggestions 


Through the study and observation, all members of the 
group reached the view that there were many advanced 
experiences worth learning from the three Northeast 
China provinces. In party building, the prominent char- 
acteristic of the three Northeast China provinces is their 
great attention to the training of leading cadres, and to 
the improvement o! the party's grassroots organizations. 
In party discipline, they attached importance to the 
efforts tok =p party organizations clean and honest, and 
enthusiastically supported reformers. In ideological and 
political work, they gave prominence to typical exam- 
ples, and advocated enterprising spirit. In economic 
construction, reform, and opening up, their common 
characteristic is their clearly defined guiding thoughts, 
strong sense of and big strides in reform and opening up, 
and resolute attitude and down-to-earth work toward 
economic improvement and rectification. First, they 
have the strategic idea of long-term development, and 
pay great attention to basic industries and construction 
of facilities. Second, they are willing to devote great 
efforts and money to the technical transformation of old 
enterprises. Third, they use the adjustment of the orga- 
nizational structure of enterprises to lead the adjustment 
of production setup. Fourth, they continue to improve 
and develop the contracted managerial responsibility 
system of enterprises, and exert conscientious efforts to 
make the new round of contracting successful. Fifth, they 
have good ideas and measures for opening to the outside 
world, and he ¢ achieved good results. 


Shanghai Rewards Residents for Filial Devotion 


OW 0808082090 Beijing XINHUA in English 
0611 GMT 8 Aug 90 


[Text] Shanghai, August 8 (XINHUA)}—More than 
1,000 young men and women in Shanghai, China's 
leading manufacturing center, have recently won gold 
medals from the municipal government for performing 
the filial duvies toward their aged parents. 


Liu Yiqun, ¥6, is one of the 1,000 medal winners. Liu's 
father, Liu Zhongzhi, has been bedridden since suffering 
a cerebral hemorrhage in 1979. 


Liv has almost forgot fashion clothing for herself in the 
past ten years. She use* a major part of her small income 
to buy nutritious food for her sick father. 
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Every day, she gives her father a sponge bath, shaves his 
beard, and carefully and patiently feeds him. 


Under Liu's careful treatment, her father has never once 
suffered a bedsore during his ten-year stay in bed And 
he has gradually regained his abilities. 


In 01 ler to ensure that her sick father leads a happy life, 
Liu Y.qun has spent the ten years, the best part of her 
life, at her father's beside. 


Liu said, “I can bear all the hardships for my sick father's 
sake as he did in bringing me up.” 


Liu is not alone. A recent sample survey of 2,078 elderly 
in Shanghai above the age of 65 showed that, 
1,184 are given special respected treatment by their 
families, and 763 are treated equally. They account for 
94 percent of the total. Only the remaining 6 percent are 
mistreated by their sons or daughters. 


About three-fourths of young couples in live 
with their parents in order to take good care of them. 


During a long period in China's history, filial piety has 
been colored by feudal moral principles. That code 
requires “total obedience to parents.” 


Today's Shanghai residents, like thoses in all other parts 
of country, have improved and added new elements to 
this traditional Chinese virtue. 


Chen Lijuan has been praised as a “good daughter- 
in-law” by her neighbors. Under her careful treatment, 
her father-in-law, who suffered paralysis for four years, 
can now walk in the street by himself. 


Another survey last year of 454 sick old men showed that 
mle — 
thes. 


percent actively supported the of their par- 
ents and 33 percent took it for granted 12 percent 
opposed their parents remarrying. 

More than 2,000 couples above the of 50 have 


remarried in Shanghai each year since 1985. 
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Guangdong CPC Propaganda Department Holds 
Symposium 


HK3107042690 Guangzhou Gua Provincial 
Service in Mandarin 0400 GMT 30 Jul 90 


Excerpt] From 21 July to 28 July, the Propaganda 
ment of the Guangdong Provincial CPC Com- 
mittee held a symposium in Shantou to discuss specific 
ways and means ain od at strengthening people's confi- 
dence in socialism. 
The symposium was attended by responsible persons of 
various city propaganda departments as well as leading 
comrades in charge of propaganda work from various 
provincial departments. 


Huang Hao, member of the Standing Committee of the 
Guangdong Provincial CPC Committee and concur- 
rently director of the Propaganda Department of the 

Provincial CPC Committee, delivered a 
speech at the symposium. 


Zhang Yueqiang, deputy director of the Propaganda 
Department of the Guangdong Provincial CPC Com- 
sittee, put forward a number of new tasks for - 
dong's propaganda work in the second half of this year. 


In his speech, Comrade Huang Hao called on all the 
comrades concerned in Guangdong to heighten their 
understanding of the importance of propaganda and 
ideological work, strengthen confidence in socialism and 
communism, adhere to socialist orientation in carrying 
Out propaganda work, and further strengthen propa- 
ganda work at all levels. 


Comrade Huang Hao stressed that it is necessary to 
comprehensively and correctly publicize the CPC's basic 
line, adhere to economic construction as the center, 
adhere to the four cardinal principles and the policy of 
reform and opening up to the outside world, continue to 
promote socialist spiritual civilization building and 
socialist material civilization building, emphasize and 
correctly handle struggle in the idc ological sphere, advo- 
cate and develop a spirit of patriotism end seeking truth 
from facts, resolutely resist bourgeois |'ieralization, and 
produce more and better spiritual products with a view 
to further improving the general mood of society. [pas- 
sage omitted] 


Returned Students Display Talents in Hainan 


OW 3007 134090 Beijing XINHUA in English 
0716 GMT 30 Jul 90 


[Text] Haikou, July 30 (XINHUA)—To 31-year-old Li 
Yang, life in south China's Hainan Province cannot be 

with that in the Federal Republic of Germany 
where he studied, but he is happy to find much room in 
this newest province to display his talent. 
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He said, “Hainan is economically underdeveloped. 
However, it abounds in natural resources and is allowed 
to implement preferential policies to develop itself as the 
country's largest special economic zone. It is a land of 


promise.” 


In April 1986, afler Li obtained his master's degree in 
systems engineering at Aachen University of Technology 
in Federal Germany, he returned home to Beijing where 
his parents live: When he heard of Hainan's ambitious 
development plan, he joined the first group of outsiders 
to go to this island province. 


According to him, the local authorites were impressed by 
his scholarly attainments and immediately appointed 
him deputy general manager of the Hainan Development 
and Construction Company, the largest company on the 
island in those days. 


“It was not easy for a young man like me to help manage 
such a large company which has six factories with total 
fixed assets reaching 200 million yuan,” Li recalled. 


Li was admitied to Beijing University in the Chinese 
capital in 1978 and, half a year later, he was sent to study 
at Aachen University of Technology in Federal Ger- 
many. After graduation, he was invited to work in 
Manesman Company, one of the world’s largest stee! 
pipe producers, and a bank in Federal Germany. 


“During my stay abroad, | felt very bad when someone at 
China's poverty [as received). So | made up my mind 
then to devote myself to the development of poor areas 
in China.” 


Li Yang, like other residents in Hainan, was overjoyed and 
inspired in 1988 when it was approved to be the country's 
largest special economic zone and a new province. 


“The road I chose is correct,” said the young man who is 
working on introducing a share-holding system to his 
company. 


With confidence, the young man said, “this will be an 
important step in reforming my company.” 


Li Yang's is not an isolated case in Hainan. Lin Zhix- 
iang, an official in charge of the provincial personne! 
exchange center, said, “Hainan, a poor place that used to 
lose talents, is attracting people of ability in their tens of 
thousands from other parts of the country.” 


He believed that among these talented people, those who 
returned from abroad have become the backbone force. 
With new knowledge and a wide range of vision, they are 
playing an important role in Hainan’s construction and 
development. 


Lin said, many other such people are doing as good as Li 
Yang in Hainan. 


Among the most outstanding are Huang Yulan, genera! 
manager of the Hainan Haizhou Industry Company 
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Lid,, and yy dee assistant mayor of Sanya 
City, who all have studied in the United States, and 
Chen Feng, deputy director of the Hainan provincial 
office in charge of loans from the World Bank, who has 
studied in France. 


Huang Yulan, 40, used to work at the Zhuzhou hard 
alloy plant in Hunan Province, central China, and went 
to study at Colorado School of Mines, the United States, 
in 1985. She returned home in April 1988 after obtaining 


doctor's degree. 


She was then sent by her plant to Hainan to open an 
export. oriented company in the province. 


Starting from scratch, a new plant was built and put into 
production within half a year, and Huang was praised for 
having achieved good speed. 


A wife and mother, Huang also has difficulties in her 
family When she came to work in Hainan, her husband 
was still in Hunan and their child lodged at a relative's 
family in Hangzhou, capital of cast China's Zhejiang 
Province, and continued his school studies there. 


Talking about her family, Huang smiled and said, “my 
best happiness is to succeed in my career and the family 
difficulties will be solved in due time.” 


According to officials of the provincial personne! 
exchange center, many people who returned home after 
studying abroad and now work in Hainan Province all 
have a pioneering spirit. 


The officials agreed that preferential policies and big 
development potentials are important factors to draw 
people of ability from the outsice. 


Last year the province worked out a series of special 
policies for talents who are willing to work on the island. 


With the deepening of the reform, the officials were 
convinced, more capable people will come to work in the 
province. 


NORTHEAST REGION 


Heilongjiang Political, Legal Conference Opens 
SK2807032990 Harbin Heilongjiang Provincial Service 
in Mandarin 2100 GMT 25 Jul 90 


| Text] The provincial political and legal work conference 
opened in Harbin on the morning of 25 July. Major tasks 
of the conference are to examine and summarize how the 
overall plan for the battle for straightening out and 
improving public security was implemented, and to 
arrange the province's political and legal work for the 
next half of this year and for some time to come in order 
to continue to consolidate and develop the province's 
=— in politics, economy, society, and the people's 
eelings 
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Provincial Vice Governo: Du Xianzhong presided over 


the 25 July session. Zhou Wenhua, deputy secretary of 


the provincial party committee, gave a speech. He urged 
that party and 
should first firmly embrace the idea that stability pre- 


vails over everything else, and exert utmost efforts to 


successfully maintain political stability. They should 


make great efforts to raise the political consciousness of 


all the people. They should establish a system under 


which party and government leaders and all departments 
and units are responsible for the work of maintaining 


political stability, conscientiously solve contradictions, 
and successfully carry out the various emergency mea- 
sures. All localities should further carry out the compre- 
hensive improvement measures, and unfailingly fulfill 
the various tasks of the overall plan for the battle for 
straightening out and improving public security. They 
should guard against and overcome war-weariness, fear 
of difficulties, and slackness of efforts and vigilance, and 


carry out in-depth struggles to deal strict blows to serious 
criminal offenses to resolutely destroy a number of 


criminal gangs which have caused serious damage, and 
crack a number of major and serious cases. Meanwhile, 


we should wage in-depth struggles to deal blows to 


economic offenses. Urban residential areas and rural 
areas should continue to control cases of theft, robbery, 
and rape. Government offices, enterprises, and institu- 


tions should strengthen their own preventive measu.es 


to strictly guard against theft cases. In public places, we 
should further control cases of pickpocketing, theft, 
ro»bery, hooliganism, and trouble making. On highways. 


we should wage in-depth special struggles to deal blows 


to bus marauding and waylaying. On railways, we should 
carry out large-scale joint preventive work on trains. We 
should lay particular emphasis on propaganda and edu- 
cation on the legal system among young people, espe- 
cially young students. Political and legal organs should 
improve the contingent of political and legal workers 
with the focus on improving their ability to enforce laws 
impartially. 


Liaoning People's Congress Hears Work Reports 
SK2707234790 Shenyang Liaoning Provincial Service 
in Mandarin 0930 GMT 23 Jul 90 


[Text] On the morning of 23 July, the 17th Standing 


Commitice meeting of the seventh provincial People's 
Congress held its second plenary session to hear the 
report by Gao Chenghe, director of the provincial Finan- 
cial Department, on the implementation of the financial 


budget in the first half of this year, the report by Guo 


Dawei, director of the provincial Public Security Depart- 
ment, on the situation of public security and social order. 
the report by Chen Suzhi, vice governor of the province, 
on the preparations for implementing the law of admin- 
istrat.ve procedure, the report by (Song Zuluan), deputy 
president of the provincial Higher People's Court, on the 


preparations for the work before the implementation of 


the law of administrative procedure, and the report by 
(Wang Jixiang), deputy director of the provincial Secu- 
rity Bureau, on the implementation of the security law. 


vernment leaders at various levels 
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In her report, Chen Suzhi pointed out that the law of 
administrative procedure will be put into effect begin- 
ning | October this year. The provincial government and 
the governments at various levels have all made specific 
arrangements for implementing this iaw in line with 
their respective practical situation, primarily through 
training cadres, conducting extensive propaganda in 
society, strengthening the drawing-up of local adminis- 
trative laws, posilively conducting inspection on law 
enforcement, establishing systems concerning adminis- 
trative [words indistinct], and establish ig and per- 
fecting legal organs of governments at all levels. Over the 
past year, governments at all levels throughout the 
province have made many preparations for imple- 
menting the law of administrative procedure and 
achieved great results in this regard. The implementa- 
tion of the law of administrative procedure will surely 
accelerate the progress of the building of the legal system 
throughout society. 


Gao Chenghe pointed out in his report, “Judging from 
the fulfillment of the revenue and expenditure budget in 
the first half of this year, we can see that the implemen- 
tation of the financial budget has been confronted with 
difficulties, and the situation facing the financial depart- 
ments is very grim. The task in the second half of this 
year is very arduous. We must seek unity of thought, 
enhance spirit, closely coordinate with each other, 
strengthen confidence, and adopt effective measures in 
light of the difficulties existing in the implementation of 
the budget to ensure the smooth fulfillment of the 


budget.” 


Lou Erkang, vice chairman of the provincial People's 
Congress Standing Committee, presided over the 
meeting held on 23 July. That afternoon, members 
inspected the Shenyang (Nanhu) Scientific and Techno- 


logical Development Center. 


Points To Consider in Educating Rural Residents 


90CM0218A Harbin FENDOU [STRUGGLE] 
in Chinese No 5, 1 May 90 p 44 


[Article by Huang Shufeng (7806 2885 1496): “Points 
Which Should Be Borne in Mind During the Rural 
Village Development Educational Mission") 


[Text] The fundamental goal of the educational mission 
during rural village development is that the masses of 
educational cadres understand the present situation, 
both domestic and foreign, be clear as to their mission, 
have an inspired spirit, put extra effort into agitation, 
and strive to bring about the continuous, stable, and 
regulated development of the national economy. In 
order to attain this goal, in the mission of education, 
careful attention should be given to the following points: 


1. Doing a good job of educating rural areas on the 
situation requires accurate determination of the starting 
points. First, begin with objective realities, correctly 
handling the relationship between talking about suc- 
cesses and looking at problems. Development of the 
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situation has two areas of importance, namely, revolu 
tionary successes and problems which are still unre- 
solved. Therefore, we cannot just talk of successes, 
putting people into a mood of blind optimism, nor can 
we just talk about the problems, putting them into a 
mood of pessimism, Rather, we should both talk of the 
successes and take note of the problems. Naturally, we 
should emphasize the new turn for the better that the 
party has taken in developing the rural areas since the 
Fourth and Fifth Plenary Sessions, giving the cadres and 
the masses an accurately appraised and cool-headed 
outlook on the .ituation. Second, begin with the morale 
of the masses, correctly handling the relationship 
between discussing hardships and rousing their enthu- 
siasm. /.t present, the psychological makeup of the rural 
cadre masses is half joy and half sorrow, criticizing and 
coexisting. This state of mind demands that the situa- 
tion-education mission combine discussion of their 
hardshins with rousing their enthusiasm, spurring the 
peasents’ enthusiasm for developing agricultural produc- 
tion, and overcoming their pessimistic and disheartened 
mood. At the same time, we must also lead them in 
looking ahead, rousing their enthusiasm for and 
increasing their confidence in agriculture in a big way, 
and their devotion to abundance. Third, begin with the 
zeal of the peasants, correctly handling the relationship 
between ideological education and work. On the one 
hand, grasp the problem of doubts and difficulties felt by 
the peasants, propagating targeted, persuasive educa- 
tion, clearing up con understanding, making clear 
distinctions between right and wrong, unifying knowl- 
edge with the spirit of the central author ties. On the 
other hand, resolve as fully as possible the real problems 
of concern to the peasants, turning around the problems 
which are eating up and blocking agriculture, and 
thereby strengthening the effectiveness of education. 


2. Doing a good job of educating the rural areas on the 
situation requires establishing an accurate standpoint. 
The first thing here is to base oneself on a stable overall 
situation, by talking about the good momentum of the 
entire party and entire nation in committing to agricul- 
ture in a big way, discussing the position and function of 
agriculture ‘n the overall national economy, so that the 
cadres and the masses fully understand the vital signifi- 
cance that assisting and developing agriculture has for 
governmental stability and economic development. 
Second is to take one’s stand with an inspirational spirit. 
Keep confidence building in mind, boosting morale, 
arousing enthusiasm for overcoming obstacles, edu- 
cating to make the cadres and the masses of one heart 
and mind, to pull each other through troubles By all 
means guard against exaggerating the gloomy side of 
things, negatively pandering to pessimism and backward 
thinking. Through education, make the peasants realize 


that the problems and difiiculties that exist now are only 
temporary ones which can be surmounted, building their 
confidence that these can be managed, and strengthening 
their enthusiasm for developing agricultural output. 
Third, base oneself on positive leadership. Make publi- 
cizing the party's line, programs, and policies a vital 
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ingredient of situational education; at the same time, 
accurately and vividly summarize the many aspects of 
benefits to the masses, supplementing the representative 
experiences of the central authorities’ and provincial 
committees’ spirit. On many administrative levels, stress 
the development of a variety of educational activities. Be 
cautious in handling sensitive and heated matters. Make 
the maximum effort to publicize the exemplary people 
and advanced thinking that will gush forth during con- 
trol and rectification, forming a good public opinion 


atmosphere. 


3. Doing a good job of the mission of educating the rural 
areas on the situation requires doing the “four combina- 
tions.” The first task here is to combine the mission of 
education on the situation with education on the 
national condition. Through discussion of modern his- 
tory, the history of socialist construction, and revolu- 
tionary history, carry out education on the “three com- 
parisons,” that is, comparing the speed of socialist 
construction with that of capitalism, comparing agricul- 
tural development before and after liberation, and com- 
paring rural life before and after liberation. Through the 
“three comparisons," combine education on the situa- 
tion with patriotism, education on socialism (including 
maintaining independence and keeping the initiative), 
and a, duous struggle. The second task is to combiiic 
education on the situation with education on agricultural 
economic policies. In policy education, stress the key 
points, take charge of the difficult points, and carry out 
education on multiple levels. Counter the peasants’ “fear 
of change" psychology by discussing the stability and 
continuity of our agricultural economic policies, counter 
the easants' misgivings about “turning to the large pile” 
by .iscussing the quality of the joint contract responsi- 
bility system and the characteristics of bilateral opera- 
tion; counter the peasants’ puzziement at handling 
overall reform by explaining the direction and pace of 
deepening rural reform. Through education, make the 
peasants clear on the goals and specific measures for 
handling overall reform, giving them a deeper under- 
standing of our agricultural economic policies and 
raising their level of political consciousness concerning 
various policies and procedures. The third task is to 
combine education on the situation with control of 
overa!! reform. According to the principles of educating 
while working, adjust as soon as possible those regional 
policies which are illogical, provide good service, honor 
contracts, and decrease burdens. Give careful attention 
to implementing the policy of “promoting science and 
technology in the rural areas,’ continuing to carry out 
the “383 projects,” conscientiously coming to grips with 
fulfilling the policy of overall reform. To get practical 
results from overall reform, strengthen the persuasive- 
ness of the educational mission, and use it to promote 
those areas where overall reform has fallen behind. The 
fourth task is to combine the mission of educating on the 
situation with the “three beneficial relationships.” At 
present, a great many peasants are not sufficiently 
acquainted with the principles of socialist material ben 
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efits, and some of the peasants see their individual 
relationship to the nation purely as one of a commodity 
business relationship, and view their individual relation- 
ship with the collective simply as the relationship of the 
first and second parties in an economic contract. This 
results in the faulty ideology of “turning the head.” 
Therefore, the mission of educating on the situation 


should be to make the peasants clear on the pool of 
“three concurrent principles,” and clear on the individ- 
v u's position and function among the three. This will 
result in the peasants gaining a growing understanding of 
their own responsibilities and obligations, establishing 
the idea of national sharing, and making greater contri- 
butions to the nation and the collective. 
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Trade Deficit Policies Against Japan Ineffective 


90CE0291A Hong Kong CHING CHI TAO PAO 
[ECONOMIC REPORTER] in Chinese No 23, 
11 Jun 90 p 37 


[Article by Chang Yi (4545 1837): “Taiwan's Restric- 
tions on Japanese Trade To Improve Its Trade Deficit 
With Japan Proving Difficult To Accomplish"} 


[Text] The Japanese government's unexpected 
announcement that effective | June it was abolishing the 
preferential 72-hour visa exemption for vision from 
Taiwan, drew criticism from the Taiwan representative 
to Japan, Chiang Li-wu [5592 2621 2976], as well as 
from the government and public on Taiwan. On 31 June, 
the “Ministry of Economic Affairs” convened a meeting 
at which it proposed to intervene with five major mea- 
sures aimed at Japanese commercial imports, intended 
to decrease Japanese imports and improve Taiwan's 
adverse balance of trade with Japan. 


Five Major Measures Adopted 


The Ministry of Economic Affairs convened a meeting of 
various national trade agencies to study “A Plan To 
Disperse Import Market Sources.” It was decided to 
adopt five major measures to decrease Japanese imports 
while expanding exports to that country, in order to 
decrease Taiwan's trade imbalance with Japan. Included 
in the five measures are dispersal of import sources, 
opening up Japanese markets, and levying antidumping 
tariffs. The Ministry also drew up an “Outline Plan for 
Strengthening Our Work Regarding Japan,” which 
stressed such matters as: the division of industries 
between Taiwan and Japan; fulfilling the economic and 
trade relationship between the two nations, attracting 
Japanese technology, developing Taiwan's retirn trade 
to Japan of technologically intensive products, .ncluding 
strengthening its own sales to Japan, an overall plan for 
improving the structure of its Japan trade. 


Actually, Taiwan has had a considerable trade imbalance 
with Japan in recent years, although Japan has in the 
past few years called upon Taiwan to reduce it. More- 
over, scholars on Taiwan have suggested ways of 
improving the imbalance that would be in keeping with 
the two nations’ trade structures. However, due to the 
Taiwan authorities’ lack of sincerity about improving 
=~ imbalance has never come completely under 
control. 


Statistics show that in 1989, Taiwan's trade deficit with 
Japan reached $6.965 billion, double what it had been 
four years previously; by April of this year the trade 
deficit had reached more than $2.4 billion, a 21.7 
percent increase over the same period last year. Projec- 
tions are that the deficit for all of this year will be $8 
billion, a 15 percent increase. This is why reduction of 
the trade deficit is of the utmost importance. 


JPRS-CAR-90-062 
14 August 1990 


Temporary Measures 


But, can the five measures put forward by the Ministry of 
Economic Affairs be reliably effective? Could even 
tougher measures be taken? 


Vice Minister Chiang Pingk'un [3068 0014 0981] of the 
Ministry of Economic Affairs has noted that if the trade 
imbalance is to be cased, Taiwan cannot undertake any 
boycott of Japanese trade, as this would be be counter to 
the standards of the General Agreement on Tariffs and 
Trade (GATT). It is hoped that the Japanese government 
will take special notice of the deteriorating situation, and 
cooperate with Taiwan in jointly dealing with the 
problem, so as to avoid trade frictions which could be 
triggered at any momeni. Obviously, strong measures 
just will not do. 


Looking at it another way, Taiwan cannot dispense with 
its reliance on Japanese trade. Taiwan economic and 
trade units have disclosed that the first 20 products 
imported by Taiwan from Japan include: atomic reactor 
instruments, electrical and mechanical equipment, fer- 
roalloys, transportation equipment, organic chemicals, 
optical instruments, plastic materials, shipping equip- 
ment, iron and steel, copper and copper products, mis- 
cellaneous materials, glass or glass products, organic and 
inorganic chemical products, man-made fibers, paper 
and cardboard, fodder, aluminum, man made fiber 
products, and cutting tools. Of these, only fodder can be 
imported from someplace other than Japan, there must 
be a reliance upon Japan for all the rest. 


Regarding this situation, many of Taiwan's govern- 
mental organizations and media hold similar views. 


National trade authorities realize that the trade imbal- 
ance between Taiwan and Japan is due chiefly to the 
discrepancy in the two nations’ industrial structures. 
Taiwan's imports from Japan are consist largely of costly 
instruments, equipment and replacement materials. 
Moreover, this equipment and critical module imports 
are improving Taiwan's industrial structure and devel- 
oping what it requires for foreign trade. Therefore, as 
Taiwan exports more, it comes to rely upon Japanese 
imports to a greater degrce, and could eventually reach 
the point where its trade deficit with Japan will be 
sustained ai so high a level that it cannot be brought 
down. 


The research office of the Ministry of Economic Affairs 
also is aware that in Taiwan-Japan trade, Taiwan is a 
“small nation,” lacking the requirements for a boycott of 
Japanese goods. Similarly, measures taken against Japan 
cannot strike too hard a how, or else it could have a 
negative effect on Taiwan's own economy, and wors- 
ening its own trade situation. 


For these reasons, the Ministry of Economic Affairs’s 
proposed five measures to counter Japanese goods and 
improve the trade imbalance with Japan are recognized 
as stopgap, temporary remedies. 
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Permanent Measures 


This reliance on Japan, and the great disparity between 
the two nations’ technical research and development 
capabilities, with the result that there is no way of 
breaking through the structure produced by a vertical 
division of industry. 


It appears that if Taiwan is to basically resolve its trade 
imbalance with Japan, it must do the following: build up 
its own technical development capacity and level of 
scientific research, produce commodities which match 
the needs of both its own domestic market and the 
Japanese market; vigorously raise the quality and design 
of its export procucts; and expand its exports to Japan. If 
Taiwan could just e minate its reliance on Japan, then 
by dispersing the sources of its imports, Taiwan could 
decrease its trade imbalance with that country. 


Taiwan economic experts also knov that the Taiwan- 
Japan trade question is one of long standing. The Taiwa 
government should also engage in some self- 
examination: it has not taken very good care of its own 
country, investing very little in technical research and 
development, with the result that it depends upon Jap- 
anese imports for 70 percent of the modules in its export 
products. If Taiwan wishes to decrease the size of its 
trade imbalance with Japan, there are two routes it can 
take: the first is for Taiwan itself to manufacture the 
parts it has been importing from Japan, the other is to 
move forward in manufacturing the things which Japan 
itself needs. However, they also realize that the Japanese 
market is a very pluralized one: industrialists, other than 
those dealing in high level products, must be especially 
careful that their products meet Japan's “individual- 
ized” needs. 


Part of the economic community realizes that the people 
of Taiwan absolutely adore Japanese products, so that 
now the Taiwan market is everywhere flooded with 
Japanese goods, including consumer products in general, 
as well as essential and nonessential goods. There have 
been appeals to the people to take Taiwan's overall 
situation into consideration, and refuse to buy Japanese 
goods. At the same time, there are plans to disperse the 
import market, with the government taking the initiative 
to promote among Taiwan firms goods from Europe and 
the United States. It is alleged that the Ministry of 
Economic Affairs has reached agreement on a joint 
boycott of Japanese goods among |0 publicly operated 
companies over which the Ministry has jurisdiction, 
quite possibly to not purchase Japanese mechanical 
equipment. 


There is also a view vw hich holds that Taiwan will put its 
future efforts into iormation of a “South China Eco- 
nomic Group.” They point out that the total population 
of Taiwan and Hong Kong, when combined with that of 
Fuchien, Kuangtung and Hainan Island, is about 120 
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million, a market as large as Japan's. If there could be a 
comprehensive plan for this “South China Economic 
Group,” with the two coasts assisting and comple- 
menting each other, then through the use of mutual 
funding, manpower and resources, it could play an 
extremely important role in the world's economy. 


It is clear that it will not be easy for Taiwan to improve 
its trade deficit with Japan by rejecting Japanese goods. 
Unless Taiwan can, in the long term, eliminate its 
excessive reliance on Japan, then a boycott of Japanese 
goods is an impossibility. 


Health Exam Shows President Li in ‘Good 
Condition’ 

OW0108 124990 Taipei CNA in English 1148 GMT 
1 Aug 90 


[Text] | aipei, Aug. | (CINA}—A health examination 
report si owed that President Li Teng-hui's health was in 
good condition, the presidential office said Wednesday. 


President Li checked in the National Taiwan University 
Hospital July 2! and 22 for a routine health examina- 
tion. 


The report showed that the 68-year-old president 
weighted 79.5 kilogranis, his blood pressure, and circu- 
latory, respiratory, heart and digestive systems were all 
normal except for a mild gastritis. 


X-ray scanning also showed that the president was in 
good shape except for a mild bony spur found between 
the sixth and seventh disks of cervical spines. 


The examination report showed that President Li's pre- 
vious minor problem with uric acid has been checked 
and was back to normal. 


Doctors suggested, however, that the president have a 
new pair of eye glasses for presbyopia. 


Renominated as Examination Yuan 
President 


OW0208033990 Taipei CNA in English 0247 GMT 
2 Aug 90 


[Text] Taipei, Aug. 2 (CNA)}—President Li Teng-hui 
Wednesday renominated Kung Teh-cheng and Lin Chin- 
sheng as the president and vice president of the Exami- 
nation Yuan respectively. 


The Examination Yuan oversees the examination, the 
employment, and management of civil service personnel 
at all levels of Government of the Republic of China. 


The renomination of Kung and Lin, whose current 
tenure of office expire on August 31, was later submitted 
to the Control Yuan for approval. 


President Li also announced a list of 19 Examination 
Yuan members, |4 of them new faces. 
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Basic Law Said To Guarantee ‘Stability, overall revenue and expenditure has been effective for 
Prosperity’ many years. The legal confirmation of this policy in the 


90CM0288A Hong Kong LIAOQWANG [OUTLOOK] 
*P EDITION in Chinese No 23, 4 Jun 90 
pp 24-25 


Article by Xin Chunying (0207 2504 7751): “The Basic 
w Realistically Guarantees Hong Kong's Future Sta- 
bility and Prosperity} 


[Text] Whether Hong Kong's stability and prosperity can 
be preserved after it reverts to Chinese rule, is a matter 
of utmost concern to both Hong Kong residents and 
matroos © )inese, Certain people with ulterior motives 
th: ghou. (ho world have made a big issue of this in an 
a. pt to shake the confidence of Hong Kong residents 
in | 0¢ Kong's future stability and prosperity. Seeing 
the; -uiar legal clauses in the Basic Law that has been 
adopted, which guarantee Hong Kong's future prosperity 
and stability, has further enhanced people's faith in 
Hong Kong's future. 


Although many factors are involved in a society's sta- 
bility and prosperity, the most fundamental one is eco- 
nomic stability and prosperity. Only when there are 
economic stability and prosperity, can there be stability 
and prosperity in other areas of society. The particular 
provisions in the Basic Law on Hong Kong's economy, 
rrovide a realistic guarantee that Hong Kong's ‘‘capital- 
ist system will remain in effect for 50 years.” 


An economy is based on its system of ownership. The 
Basic Law provides for protection by law in the Hong 
Kong Special Administrative Region [SAR], of the right 
of individuals and corporations to acquire, use, dispose 
of, and inherit property, and the right of the owners of 
requisitioned property to be compensated for private 
and corporate assets that have been requisitioned from 
them according to law. As Hong Kong's present eco- 
nomic prosperity was achieved on the basis of private 
ownership, keeping its present system of ownership in 
effect is a prerequisite for safeguarding Hong Kong's 
stability. The Hong Kong SAR will keep its financial 
independence, with all of its revenues being used for its 
own needs instead of having to be turned over to the 
central people's government. The central people's gov- 
ernment will not collect taxes in the Hong Kong SAR. 


that every effort will be made to maintain a balance of 

revenue and expenditure, avoid deficits, and adapt the 
pom pine ml —æ- This provi- 
deer the interests of the people of Hong 
is of vital significance. Fiscal deficits are 
~~ bs that often occur in developed capitalist 


affect people's lives. Experience has proved that Hong 
Kong's fiscal policy of maintaining a basic balance of 


Basic Law, acknowledges a high degree of fiscal 
autonomy for the Hong Kong SAR. 


The Hong Kong SAR will have an independent system of 
tax revenue and, in light of Hong Kong's long policy of 
low taxes, will legislate its own provisions on tax catego- 
ries, rates, exemptions, and other matters. Low taxes is 
an unequivocal concept, which was set in contrast to the 
tax rates of other countries and regions. Low taxes help 
to attract foreign investment, improve the investment 
climate, and make products more competitive interna- 
tionally. According to Hong Kong's tax regulations, the 
government collects four different kinds of direct taxes 
each tax year on goods, interest, salaries, and profits. 
These four taxes are collected completely separately, 
with graduated rates being used for salaries and interest 
on individual income, and standard tax rates being used 
to collect the others. Hong Kong's tax rates are lower 
than those in other developed capitalist countries. For 
instance, while corporation profit taxes are 56 percent in 
West Germany, 42 percent in Japan, 35 percent in 
England, 15-34 percent in the United States, 20-30 
percent in South Korea, 33 percent in Singapore, and 
15-25 percent in Taiwan, they are only 17 percent in 
Hong Kong. Hong Kong's low tax policy has promoted 
Hong Kong's prosperity by making it more attractive to 
investors. 


Particular attention was paid in the Basic Law to pre- 
serving the standing of the Hong Kong SAR as an 
international banking center. The Basic Law stipulates 
that the government of the Hong Kong SAR will provide 
the economic and iegal environmeni to preserve Hong 
Kong's standing as an international banking center. 
Hong Kong is now second only to New York and London 
among the world’s three major banking centers. Some 44 
of the 50 largest banking organizations in the world have 
branches in Hong Kong; and the Hong Kong and 
Shanghai Banking Corporation, Hong Kong, has become 
one of the world’s 20 largest banks. Over 40 percent of 
Hong Kong's bank assets and liabilities *r- spread over 


more than 80 foreign countries. The : iy of Hong 
Kong's various money markets is rel. + Hong Kong's 
conveniences, such as its great supp » ' cemand for 
foreign currency and gold created by «« | ye volume of 


trade and other overseas businesses, its lack of foreign 
exchange control, and its advanced communications 
systems. In order to guarantee the stability of Hong 
Kong's standing as an international banking center, The 
Basic Law stipulates that a foreign exchange control 
policy will not be put into effect in Hong Kong; Hong 
Kong currency can be freely converted into other curren- 
cies, Hong Kong will continue to have open foreign 

exchange, gold, negotiable securities, and futures mar- 
kets; freedom of fund circulation, foreign trade, and the 
management of banking enterprises and money markets 
will be guaranteed; and the Hong Kong dollar will be the 
legal currency of the Hong Kong SAR. The government 
of the Hong Kong SAR will have the authority to issue 
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Hong Ko og currency, which must be |00-percent backed 
up by starter funds As Hong Kong currency is freely 
convertible, the stipulated regulations on starter funds 
are absolutely essential to guarantee its security 


Foreign economic relations and trade are sources 
of income for Hong . Since the 1970's, Hong 
Kong's industrial structure y become more 
diversified and new and ng industries have 
floursshed, and Hong has now become the world’s 
—s export base for y-made clothing, toys, clocks, 
wa In addition, its en trade has also 
steadily increased, and Hong Kong has become a veri- 
table international trade center. The Basic Law stipulates 
that both enterprise ownership and = 
will be protected by Hong Kong law, and | 
SAR will keep its status as a free in which tariffs 
not be collected except as by law, free circula- 
tion of goods, invisible assets, and capital will be —* 
anteed, and the policy of free trade will remain in 
The Basic Law stipulates that the Kong SAR will 
be an independent tariff zone, and will participate in 
relevant international organizations and trade agree- 
ments. such as GATT, the international textiles trade 
plan, and preferential trade 7, under the name 
of “Hong Kong, China.” Hong Kong SAR will 
continue to enjoy all of the export quotas, preferential 
tariffs. and other similar accords that were formerly in 
effect in Hong Kong. These stipulations will be very 
important in safeguarding Hong ‘s Status a8 an 
international trade center. The aims of GATT to pro- 
mote free trade and safeguard the principle of most- 
favored-nation treatment, are the basis of Hong Kong's 
foreign trade relations, and the international trade agree- 
ment on the international textiles trade plan is also of 
vital significance to Hong Kong. In addition, the stipu- 
lation in the Basic Law to continue to keep in effect 
various bilateral agreements that Hong Kong has 
reached, such as “The Accord on Promoting Investment 
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and Guarantees” and The Treaty on Resolving Invest 
ment Disputes Between Countries and Nationals From 
Other Countries,” will be a key factor in making Hong 
Kong even more prosperous. 


The Basic Law stipulates the following three priorities 
for industrial development in the Hone Kong SAR: |) 
The government of the Hong Kong SAR will provide the 
economic and legal environment to a 2 
ments in, tech om by, and 
of new industries. a — — 
SAR will draw 1 a policies to promote and 
coordinate the development of all industries, such as 
manufacturing, commerce, tourism, real estate, trans 
a, public utilities, service industries, an fishery. 
) Attention will be paid to environmental protection 
along with industrial development. These provisions are 
aimed at producing more high-quality goods in Hong 
Kong. making Hong Kong more competitive on the 
international market, and putting Hong Kong's economy 
in the vanguard of the world's economy. Protecting the 
ecology while increasing industrial production and pro- 
Moting socioeconomic prosperity will make Hong Kong. 
the “bright pearl of the Orient,” even brighter 


Having made a comprehensive survey of the relevant pro- 
visions in the Basic Law on the Hong Kong SAR, all 
unbiased people must admit that they will substantially help 
Hong Kong to reassert its sovereignty and economic rights 
after the founding of the Hong Kong SAR. and are in 
keeping with the best interests of Hong Kong residents 
Some of them, such as those on keeping expenditures within 
the limits of revenue and maintaining a balance of revenuc 
and expenditure, have been applauded by certain Western 
legal scholars This proves once again that the interests of 
Hong hong residents are consistent with those of mainland 
Chinese, and that Hong Kong will become even more 


prosperous in the future 
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